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ORIGINS  OF  THE  CORPORATE  EXECUTIVE 


Oiu*  of  the  reciiiring  problems  in  the  study  of  management  theory 
concerns  the  authority  relationships  Udween  stockholders,  officers, 
and  directors  of  corjK)rations.  The  |)ower  centers  in  the  corporate 
form  of  enterprise  are  (piite  different  from  thase  that  obtain  in  an  in¬ 
dividual  proprietoi-ship  and  in  a  partnership.  In  addition,  many 
differences  lx‘tween  thes<‘  tyjX's  of  legal  organizations  may  be  noted  as  ? 

one  considers  them  from  the  ix)int  of  view  of  the  source  of  executive  f 

authority  or  from  the  view|x>int  of  statute  law  and  its  interpretations.  ; 

Economists  have  explained  at  some  length  the  relative  advantages  ! 

of  the  various  forms  of  legal  organization  of  enterprise.  The  corpora¬ 
tion  itself  has  lx*en  the  .subject  of  intensive  study  by  stx'cialists  in  [ 

many  fi(*lds.  But  nowlx're  can  a  .satisfying  answer  be  found  to  the  i 

question:  Why  do  coriX)rations  have  lx>ards  of  directors  in  addition  I; 

to  officers?  | 

It  is  a  ix*culiarity  of  the  members  of  the  state  and  federal  govern¬ 
ments  that  in  their  debates  antecedent  to  the  pa.ssage  of  the  general  * 

incorix>ration  laws  or  of  bills  to  incor|X)rate  s|)ecific  enterprises  no  v 

mention  was  made  of  any  reasons  for  requiring  a  board  of  directors.  | 

Of  coui-s(‘,  it  is  possible  that  discussions  of  this  point  were  not  record-  | 

ed.  But  it  is  more  reasonable  to  infer  that  no  such  discus.sions  took  4 

place.  The  directorship  in  cor|x>rations  has  ancient  antecedents.  I 

Rather  than  rai.se  the  Lssue  of  whether  to  require  directors  it  was  much  | 

more  likely  that  the  practice  was  merely  imitated.  Modern  authors  i 

do  not  even  raist'  the  question.  Sometimes  they  think  they  do  w’hen  I 

they  d(‘.scrilx^  the  functions  of  the  Ixjard  on  an  ex  post  facto  basis.  | 

But  there  is  a  deal  of  difference  between  the  questions,  Why  have  a  | 

board?  and  What  should  a  board  do?  ? 

The  Hi8Toric.\l  Evidence 

An  attempt  to  trace  the  history  of  the  board  of  directors  and  offi¬ 
cers  back  to  their  origins  plunges  one  into  a  veritable  maze  of  prob¬ 
lems.  Not  the  least  of  these  is  the  matter  of  terminology.  Historical 
sources  are  so  filled  with  such  familiar  terms  as  corporation,  governor, 
assistant,  officers,  etc.,  that  the  unwary  are  strongly  tempted  to  apply 


55 


56 


Bulletin  of  the  Business  Historical  Society 


to  them  their  modem  eoimotations.  No  error  could  lx?  more  serious. 
The  careful  investigator  must  recognizt*  two  issu(*s.  The  first  is  the 
origin  of  words  and  the  second  is  the  origin  of  ideas.  The  names  by 
which  the  executives  of  enterprist;  were  known  must  be  distinguished 
from  the  functions  which  they,  from  one  time  to  another,  iMuformed. 

A  second  problem  concerns  the  selection  of  material  for  study.  The 
modern  businessman  ought  to  lie  aware  that,  as  far  as  one  can  see  into 
the  i.»ast,  business  activity  has  Ikh'Ii  extremely  vigorous  and  wide- 
sprejad.  The  corporate  form  of  organization  has  been  widely  employed 
at  lea.st  since  Grwk  and  Roman  times;  and  at  least  since  the  end  of  the 
eleventh  century  the  business  activity  of  coriH)rations  in  Kngland  has 
been  enormously  impressive.  Consequently,  the  problem  arose  as  to 
what  particular  busin(‘ss  coriK)rations  to  select  for  this  study.  It 
scnmied  desirable,  on  the  whole,  to  give  consideration  to  large  repre¬ 
sentative  cor‘|)orations,  or  cor|)oration  typt's,  with  an  overlapping 
ptTiod  of  existence  covering  the  time  from  the  eighteenth  and  early 
nineteinith  centuries  back  to  as  early  a  ix'riod  in  the  history  of  America 
and  P^ngland  as  their  organization  could  lx*  traced.  Those  enterprises 
which  were  selected  an*  listed  on  pages  60-61. 

Still  another  factor  is  imix)rtant  in  examining  the  historical  record. 
The  distinction  lx?tween  directors  and  officers  of  the  corporation  be¬ 
comes  increasingly  blurred  as  one  probes  into  their  historical  origins. 
The  one  cannot  Ix^  studied  without  the  other.  Until  very  recently  the 
scribes  and  historians  have  been  blis.sfully  unaware  that  students  may 
be  interested  in  such  details  of  organization  as  the  nature  and  powers 
of  corporation  executives.  Consequently,  it  is  really  most  difficult  to 
be  certain  about  the  authority  and  duty  relationships  of  shareholders, 
directors,  and  the  active  managers  of  the  early  corix)rations.  The 
information  which  has  tx‘en  reix)rted  is  extremely  vague,  often  im- 
projx'riy  interpreted,  and  woefully  incomplete.  The  theory  of 
management  is  obviously  a  ^'ery  new  field  of  inquiry! 

Omitted  from  the  tabulation  on  pages  60-61  is  the  record  of  any 
corporation  dating  from  Grw'k  or  Roman  times.  Students  are  certain 
of  only  two  im|X)rtant  groups  of  facts  relating  to  these  ancient  or¬ 
ganizations  and  neither  sheds  light  u|X)n  their  management.  The 
first  has  to  do  with  the  natun*  of  the  collegia  of  Roman  times;  the 
collegia  consist(‘d  of  thriH*  |x*rsons  called  corp<rati;  a  family  of  collegia 
was  called  a  universitales;  the  colltgia  could  hold  property  in  common, 
it  might  sue  and  lx*  sued,  its  rights  and  the  rights  of  the  several  mem- 
lx*rs  were  legally  separated,  it  remained  in  existence  even  though  all 
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of  the  individual  monilx*i's  changed,  and  it  was  governed  by  its  own 
bylaws  so  long  as  the  latter  were  not  in  conflict  with  Roman  statutes. 
The  .second  concerns  the  origin  of  the  collegia:  it  did  not  originate  with 
the  state,  whether  by  sjxM'ial  act  of  incorporation  or  by  formation  in 
accordance  with  a  general  incorporation  law.^  These  organizations 
were  purely  voluntary  a.s.s(K'iations  of  private  persons. 

In  the  period  betw(*en  the  fall  of  Rome  and  the  rise  of  the  Hnglish 
gilds,  history  is  silent  about  many  things  and  one  of  these  is  the  cor¬ 
poration.  The  legal  profes.sion  has  attempted  to  fill  this  void  and  has 
followed  Black.stone  in  the  bland  a.ssumption  that  the  corporate  forms 
which  emerged  into  the  light  of  history  in  the  eleventh  century  could 
be  descended  from  tlu*  Roman  collegia.  This  view  is  buttres.se<l  by  the 
gues.sing  of  one  writer  on  early  English  history  who  gave  attention  to 
this  is.sue.*  Those  who  would  hold  to  this  \iew  also  point  out  the 
po.s.sibility  that  the  Church  was  the  carrier  of  the  corporate  idea 
through  the  period  in  question.  There  is  no  doubt  that  the  Church 
itself  us(h1  this  form  of  legal  enterprise  for  the  maintenance  and  trans¬ 
mission  of  its  propiTty.  Whether  the  Church  also  fostered  private  lay 
associations  for  community  effort  is  questioned  by  a  recent  study 
which  holds  that,  “Although  the  Church  made  much  progress  in 
refining  the  dialectic  of  the  concept  of  corporate  form,  it  contributed 
hardly  anything  to  the  expansion  of  corporate  purpo.se.”®  It  would 
appear  that  the  most  that  can  be  said  about  the  medium  of  the  Church 
as  a  transmitter  of  the  corporate  idea  is  that  this  type  of  organization 
could  have  been  imitated  by  both  Iwroughs  and  businessmen. 

Modern  re.s<*arch  points  to  the  fact  that  the  gild,  the  precursor  of 
the  modern  corjioration,  exi.st<*d  in  England  in  pre-Norman  times, 
even  though  the  earliest-known  charter  of  a  merchant  gild  is  that 
granted  to  Burford  in  Oxfordshire  between  the  years  1087  and  1100.^ 
The  gilds  were  umiuestionably  a  manifestation  of  the  a.ssociative 
tendencies  of  mankind  and  they  were  a  natural  developmimt  from 
the  time  that  the  kin-bond  or  rnaegth  Ix'gan  to  W(‘aken.  When  the 

>  On  this  point  see  Max  Radin,  Legislation  of  the  Greeks  and  Romans  on  Cor- 
portions  (New  York,  1909),  p.  97. 

’  J.  M.  Lappenberg,  A  History  of  England  under  the  Anglo-Saxon  Kings,  trans. 
Benjamin  Thorpe  (London,  1845),  vol.  i,  p.  36. 

®  C.  A.  Cooke,  Corporation  Trust  and  Company  (Manchester,  1950),  p.  19. 

♦  R.  T.  Davies,  A  Sketch  of  the  History  of  Civilisation  in  Medieval  England,  1068- 
1500  (Ix>ndon,  1924),  p.  336. 
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stii(l(‘iit  finds  that  the  organizations  which  jieople  develop  for  com¬ 
munity  purpose's  have  striking  similarities,  it  is  not  only  unnecessary 
hut  quite  unscientific  to  assert  that  they  must  have  had  a  common 
origin.®  Consc'quently,  there  is  a  strong  presumption  that  the  English 
gilds  were  native  organizational  forms  of  enterprise  which  gradually 
acquire'd  the  basic  coriwrate  characteristics.  The  characteri.stics 
th('ms<*lves  may  have  lx‘(*n  ert'ated  through  necessity,  or,  when  the 
ms'e-ssity  arose,  they  may  have  been  Iwrrowed  from  the  religious 
societies. 

In  any  cas<‘,  when  the  historian  again  took  up  his  pen  he  reported 
that  tlu're  was  active  and  widespread  use  of  the  corporate  form  by 
bu.sin(‘ssm(‘n,  particularly  those  who  were  engaged  in  foreign  trade. 
And,  unless  they  were  forced  to  secure  confirmation  of  their  privileges 
from  iKiwerful  ecclesiastical  and  lay  barons,  the  merchants  organized 
the  enterprisi'  voluntarily.®  It  is  to  these  enterprises  that  the  atten¬ 
tion  of  th(‘  r(‘ad(‘r  is  now  directed  for  the  purp<jse  of  obtaining  a  clearer 
understanding  of  the  development  of  executive  organization. 

Antecedents  of  the  Annual  Meeting  of  Shareholders 

As  far  as  the  English  record  goes,  the  right  of  the  corporate  mem- 
iK'rs  to  a.ssemble  has  lieen  conceded,  at  least  from  the  time  of  the 
gilds.^  In  the  time  of  the  merchant  and  early  craft  gilds  there  was  no 
one  to  deny  this  right.  In  fact  the  gild  itself  was  a  V'oluntary  corpora¬ 
tion  com|K).sed  of  the  merchants,  and  later  the  master  craftsmen,  of  a 
community  formed  for  the  purpost*  of  safeguarding  their  monopolistic 
rights  to  trade.  Their  officers  and  members  (except  in  the  instances 
where  “outsiders”  were  admitted)  were  the  officials  and  citizens  of 
the  Imroughs.  Only  when  these  organizations  were  no  longer  able  to 

•  Cf.  Walter  Hesaut,  Survey  of  London  (London,  1908),  vol.  i,  pp.  206-207. 

•  Cf.  J.  Malet  I.ambert,  Ttpo  Thousand  Years  of  Gild  Life  (Hull,  1891),  especially 
chap.  vi. 

^  The  stages  by  which  a  true  corporation  emerges  have  been  well  stated  by  Max 
Ha  lin,  op.  cit.,  p.  x,  as  follows:  “We  have  first  the  individual  persons,  then  a  loo.se 
association  of  several  of  them  to  accomplish  a  temporary  and  definite  end.  As  the 
end  grows  in  im|M)rtance  and  permanence  the  as.sociation  becomes  more  fixed  in 
its  forms.  I’ltimately  the  end  traascends  the  lives  of  the  individual  persons,  be¬ 
comes  more  important  than  the  latter,  and  where  these  facts  are  recognized  by 
the  law,  is  investeil  with  a  distinct  and  new  personality.  Then  and  not  till  then, 
the  true  cor|K)ration  arises.” 
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protect  thems(‘lves  from  the  piratical  encroachments  of  feudal  lords 
and  nationalistic  kings  did  they  apply  to  thest*  sources  for  a  charter 
which  would  guarantet*  the  rights,  sometimes  in  restricted  form, 
which  they  had  possessiKl  in  p<*ace  for  decades  and  centuries.  This 
precedent  of  granting  charters  by  the  political  authority  was  seized 
upon  in  the  .seventwnth  and  subsequent  centuries  as  establishing  the 
right  of  the  sovereign,  and  later  of  the  parliament,  congress,  or  as¬ 
sembly,  to  grant  charters  and  thereby  control  the  corporation.  It  can 
be  argued  that  this  development  was  inevitable  in  view  of  the  rise  of 
nationalism  which  bnnight  with  it  greater  political  unity,  better  | 

communication,  and  much  broader  business  interrelationships  with  | 

the  concomitant,  competition.  | 

That  the  busine.ssmen  of  the  times  valued  the  right  of  as.sembly  very  | 

highly  may  be  inferrcsl  from  the  frequency  with  which  they  approached  | 

the  sovereign  for  a  charter  to  guarantee  them  in  their  right.  In-  | 

deed,  this  was  the  main  reasfm  for  the  grants  made  in  the  fifte<*nth  and  | 

.sixteenth  centuries  to  such  groups  of  merchants  as  thos(*  trading  in  | 

Prussia  and  in  Spain.  | 

The  title  of  the  as.sembly  of  members  has  .some  inten*.st.  No  special  | 

term  was  used  by  the  early  gilds,  probably  becau.st‘  all  of  the  traders  ) 

were  members  of  the  corporation.  At  least  since  the  sixtcsmth  century  | 

the  term  “court”  has  been  widely  employed  by  English  enterprises.  | 

In  the  United  States  no  title  has  been  u.sed  unless  one  considers  the  | 

clumsy,  pro.saic  phrase,  “annual  meeting  of  sharehold<‘rs,”  to  be  a  | 

title.  I 

Historically,  the  numbtT  of  times  per  year  that  the  as.sembly  of  I 

members  met  has  tended  to  decrease.  In  the  earliest  of  the  gilds  very  I 

little  power  seems  to  have  been  conferred  upon  the  officers;  conse-  | 

quently  it  may  be  assumed  that  the  members  were  exp(“ct<‘d  to  meet  | 

frequently,  pos.sibly  quarterly  or  monthly,  for  the  traasaction  of  I 

business.  By  the  sixteenth  century  the  assembly  or  general  court  of  * 

the  Muscovy  Company  elected  officers  on  an  annual  basis.  This  fact 
may  indicate  a  general  meeting  held  only  once  a  year.  But  at  the 
same  time  the  Merchant  Adventurers  followed  the  practice  of  electing 
some  officers  martly,  i.e.,  at  the  opening  of  the  market  period,  and  thus 
it  appears  that  the  general  court  of  this  enterprise  must  have  met 
quarterly.  At  the  beginning  of  the  eighteenth  century  the  court  of 
proprietors  of  the  f]axt  India  Company  and  the  Bank  of  England  met 
at  least  four  times  a  year.  But  the  gradual  tendency  of  members  to 
meet  annually  seems  to  have  become  the  ihsual  practice  liecause  this 
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HISTORK'AL  ANTECKDKNTS  OF  CORPORATK  DIRK(TORS  AND 

OFFK'KRS 


Company 

Charter 

Year 

Chief 

Officers 

Deputy 

Board 

Powers  OF  Members  Powers  of  Officers 

Ciilda 

Mercatoria  • 

12th  & 
13th 

centuries 

Alderman 

Stewards,  bailiffs 
deans,  skevins 

Assembly  elected 
officers  annually 
from  members 

Discipline;  admit 
new  members 

«a 

Craft 

Gild  • 

14th 

century 

Masters 

Wardens 

&  stewards 
12-20 

assistants 
by,  at  least, 
1463 

Regulated  and  pre¬ 
served  the  mono¬ 
poly  of  their  occu¬ 
pations;  passed  by¬ 
laws;  elected  offi¬ 
cers  from  members 

Discipline;  represent 
the  craft 

English 
Merchants 
Resident  in 
I’ruasia  ^ 

1404 

Governors 

Right  to  assemble; 
pass  bylaws;  elect 
governor  from  the 
members 

Merchants 
Trading  to 
Andalusia  ‘ 

1531 

Councilor(s) 

12  assistants  Right  to  assemble; 

pass  bylaws;  elect 
officers  from  mem¬ 
bers 

■  t 

Muscovy 
Company  ■* 

1555 

1  or  2 
Governors 

4  Consuls 

24  assistants 

Court  of  members 
elected  all  officers 
annually  from 
among  the  mem¬ 
bership 

Full  legislative,  judi¬ 
cial  and  administra¬ 
tive  authority 

r  ? 

i  i 

1  1 

Merchant 

Adventurers 

1564 

Governor 

Deputies 

24  assistants  General  Court 
elected  governor 
annually,  other  offi¬ 
cers  martly;  ad¬ 
mitted  new  mem¬ 
bers;  established 
local  posts 

Passed  bylaws;  Exe¬ 
cutive  powers 

i 

1 

Eastland 
Company  • 

1579 

Governor 

Deputy 

21  assistants  Court,  Assembly, 
or  Congregation 
passed  bylaws,  elect¬ 
ed  Governor  and 
deputy  for  one  year 
and  assistan  tsduri  ng 
good  behavior 

Executive  powers; 
expel  assistants 

East  India 
Company  * 

1600 

Governor 

17  commit¬ 
teemen 

General  Court 
elected  committee¬ 
men 

Committeemen 
elected  from  their 
number  a  governor 
annually. 

1693 

Governor 

Deputy 

17  commit¬ 
teemen 

General  Court 
elected  committee¬ 
men 

Committeemen 
elected  from  their 
number  a  governor 
annually. 

- 

169R 

Governor 

Deputy 

24  directors 

Court  of  Proprietors  Until  1714  directors 
elected  directors  for  met  weekly  and  ap- 
one  year;  passed  pointed  a  new  chair- 

bylaws  man  each  time;  there¬ 

after  chairman  and 
deputy  dected  for 
one  year. 

Act  of 
1773 

Governor 

Deputy 

24  directors 

Elect  6  new  di¬ 
rectors  annually 

Proceedings  to  Secre¬ 
tary  of  State 

Charter  ' 
Renewed 
1784 

■\Governor  ■ 

'  Deputy 

24  directors 

Elect  6  new  direc¬ 
tors  annually 

Secret  Committee  of 
directorate  trans¬ 
mitted  orders  to 

India  without  eon- 
sultini;  coUeaguea. 
Directorate  confined 
to  commercial  af- 
faim. 
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Company 

Yeab 

Chicp 

Deputy 

Boabd  Powbbsop  Mbmbbbs 

POWEES  or  Opficebs 

1838 

Gove;  nor 

Deputy 

24  directors 

All  assets  and  the 
right  to  trade  ea- 
changed  for  an  an¬ 
nuity  from  the 
Crosm. 

Directors  and 

Crown’s  Bosud  of 
Control  appointed 
Governors  of  India. 

1853 

Governor 

Deputy 

18  directors 

Proprietors  elect  12 
directors.  Six  ap¬ 
pointed  by  the  Crosm. 

1858 

Governor 

Deputy 

5  directors 

1873 

Dissolution  of  the 
Company 

Hudson’s 

Bay 

Company 

1670 

Governor 

Deputy 

7  commit¬ 
teemen 

General  Court  elect 
from  its  member¬ 
ship  all  officers  an¬ 
nually;  depose  and 
replaw  them 

Executive  was  com¬ 
mittee  or  3  commit¬ 
teemen  plus  gover¬ 
nor  or  deputy 

1884 

Governor 

Deputy 

All  officers 
composed 
“Board.” 

3  retired 
yearly. 

Use  of  proxies  per¬ 
mitted 

Permitted  to  resign. 
Four  board  members 
the  executive 

1892 

Governor 

Deputy 

7  to  9  mem¬ 
bers  of 

Board 

Declared  dividend 
out  of  profits  if 
recommended  by 
Board 

Declare  interim 
dividend 

1912 

Governor 

Deputy 

Word  “Di¬ 
rector”  used 

Declared  dividend 
out  of  profits  if 
recommended  by 
Board 

Propose  changes  in 
capital  structure  to 
general  court 

Bank  of 
England  * 

1694 

Governor  Deputy 
(could  serve  Governor 
for  not  more 
than  2  yrs.) 

24  Direc¬ 
tors;  meet 
weekly;  H 
eligible  for 
rejection 

Court  of  Proprie¬ 
tors;  meet  quarter¬ 
ly;  eject  officers 
annually;  adopt 
bylasrs 

Officers  responsible 
for  entire  manage¬ 
ment  of  Bank. 

8  suces- 
sive  re¬ 
newals  to 
1833 

Governor  Deputy 
(could  serve  Governor 
for  not  more 
than  2  yrs.) 

Prepare 
“house  list” 
of  new  di¬ 
rectors 

Approve  directors’ 
house  list;  power  to 
change  election  pro¬ 
cedure 

Officers  responsible 
for  entire  manage¬ 
ment  of  Bank. 

Bank  of 
North 
America  ( 

1781 

President 

12  directors 

Shareholders  elected 
board  of  directors 
at  annual  meeting; 
passed  bylaws 

Directors  elected  one 
of  their  number  pres¬ 
ident  each  year. 

Bank  of  the  1791 
United  States  ^ 

President 

25  directors 

Shareholders  elected  Directors  elected  one 
board  of  directors  of  their  number  prea- 
annually;  H  of  ident  annurJly;  fixed 

board  elitpble  for  re-  salary  of  president 
election;  nxed 
salary  of  directors 

•  Edward  P.  Cheyney.  An  Introduttion  to  Ih*  Indutirial  and  Social  HitHorn  of  England  (New 
York,  1919),  chap.  iii. 

I'  Richard  Hakluyt,  The  Principal  Narigatione,  Vogagee,  Traffiquee,  and  Dieeoteriee  of  the  Eng- 
lieh  Nation  (GlaaKow,  1903),  vol.  ii,  pp.  108-110. 

•  R.  H.  Tawney  and  E.  Power,  Tudor  Economic  Documente  (London,  1924),  vol.  ii,  p.  30. 

■*  A.  J.  Geraon,  E.  V.  Vauahn  and  N.  R.  Deardorff,  Studiee  in  the  Hietorg  of  Englieh  Commerce 
in  the  Tudor  Period  (New  York.  1912),  p.  201  ff.;  Hakluyt,  op.  eit.,  p.  240. 

■  William  E.  Lingelbach.  “The  Internal  Organization  of  the  Merchant  Adventurer!  of  Eng¬ 
land,”  Traneactione  of  the  Rogal  Hietorieal  Societg  (London,  1901). 

•  Gerson  et  al.,  op.  eit.,  p.  254  ff. 

■  John  W.  Kaye,  The  Adminietration  of  the  Eaet  India  Compang  (London,  1853),  chap,  iv;  C. 
L.  Rei  1,  Commerce  and  Conqueet,  The  Storg  of  the  Honourable  Eaet  India  Compang  (London,  1947). 

■>  Chartere,  Statutes,  Orders  in  Council  etc.  relating  to  the  Hudson’s  Bag  Compang  (London,  1931). 

■  W.  M.  Acres,  The  Bank  of  England  from  WithtN  (London,  1931),  vol.  i,  bk.  i;  M.  J.  Quin,  The 
Trade  of  Banking  tn  England  (London,  1833),  chap.  ii. 

>  M.  St.  Clair  Clark  and  D.  A.  Hall  (ed.a).  Legislative  and  Documentarg  Historg  of  the  Bank  of 
the  United  States  (Washington,  1832),  chap.  i. 

''  Ibid,,  chap.  ii. 
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nilc  was  followed  without  hesitation  by  the  Hudson's  Bay  Company 
and  by  the  early  American  banks. 

With  relatively  few  exceptions  it  appears  to  have  been  the  duty  of 
the*  Kvneral  courts,  as  the  mindings  of  stockholders  or  members  were 
called,  to  elect  the  officers  (including  “directors”)  and  to  adopt  the 
bylaw.s  of  the  enterprise.  For  a  time  during  the  sixteeenth  century 
the  officcM-s  adopted  the  bylaws.  But  this  seems  to  have  been  the 
dir(‘ct  result  of  the  common  dictatorial  practices  of  the  wealthy  mer¬ 
chants  who  delilx'rately  .sought  to  di.sfranchi.se  the  poorer  members 
of  th(*  corjMiration.®  With  the  establishment  of  the  E^astland  Com¬ 
pany  the  original  practice  of  hav’ing  the  assembly  of  members  act  as 
the  legislature  for  the  enterprise  was  resumed. 

The  general  courts  always  elected  at  least  some  of  the  officers  and 
thos(*  so  designated  were  required  to  be  members  of  the  corporation. 
The  latter  requirement  has  come  down  to  us  without  interruption. 
Some  American  states  still  require  a  board  member  to  hold  at  least 
one  share  of  stock:  in  most  cases,  however,  it  is  the  articles  or  bylaws 
which  contain  this  proviso.  Variation  did  appear,  however,  in  the 
particular  officers  which  the  general  (X)urt  elected.  With  two  excep¬ 
tions,  the  English  practice  has  been  for  the  court  of  members  to  elect 
all  of  the  officers.  Not  until  the  time  of  the  East  India  Company  was 
the  general  assembly  deprived  of  the  right  to  elect  the  governor.  The 
Hudson’s  Bay  Company  followed  historical  precedent  except  in  the 
ca.se  of  a  casual  vacancy  in  either  the  office  of  governor  or  his  deputy. 
Then  the  committeemen  (directors)  were  pi'rmitted  to  make  an  in- 
t<;rim  apixiintment  from  among  their  own  membership.  American 
practice  in  this  regard  seems  to  have  followed  the  precedent  of  the 
hkst  India  Company.  However,  an  authority  on  the  early  corpora¬ 
tion  in  this  country,  does  report®  at  least  one  instance  wdierein  a  1772 
Act  of  the  House  of  Burge.s.s(‘s  in  Virginia,  sponsored  by  George 
\\'a.shingt()n,  provided  that  the  subscribers  to  a  scheme  for  the  open¬ 
ing  of  navigation  on  the  Potomac  should  elect  both  a  president  and 
eleven  trustis's  or  dirc‘ctors. 

Th(‘  ('ventual  practice  adopted  by  the  general  court  of  the  Bank  of 
England  should  s(>rve  as  a  warning  against  placing  too  much  con¬ 
fidence*  in  the  stated  h'gal  right  to  elect  the  officers.  By  the  close  of 


**  S(H,*  ClforKi*  Unwin,  The  Gilds  avd  Companies  of  London  (London,  1908). 

•  Joseph  S.  Davi.s,  Essays  in  the  Earlier  History  of  American  Corporations  (Cam- 
briJKe,  1917),  pp.  112-113. 
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the  eighteenth  century  this  court  was  approving  without  exception 
the  “house  list”  of  candidates  for  directorships  which  the  court  of 
dir(‘ctors  prepared  and  submitted  annually  for  confirmation.  It  is 
impossible  to  say  whether  the  directors  merely  acted  to  fill  a  vacuum 
created  by  a  general  court  which  lacked  initiative  and  leadership, 
or  whether  the  diriTtors  simply  had  seized  the  nominating  prerogative. 

Development  of  the  Board  of  Directors 

Although  the  early  gilds  elected  a  rather  larg(‘  number  of  officers, 
there  is  not  a  clear  distinction  of  a  potential  “board  of  directors” 
among  their  numbers  until  1463.  In  that  year  the  mercers  of  I^ondon 
pas-stKl  the  following  resolution:*® 

It  is  accorded  that  for  the  holding  of  many  courts  and  congregations  of  the 
fellowship,  it  is  odious  and  grievous  to  the  body  of  the  fellowship  and  specially 
for  matters  of  no  great  effect,  that  hereafter  yearly  shall  be  chosen  and  a.s> 
sociated  to  the  wardens  for  the  time  being  twelve  other  sufficient  persons  to 
be  assistants  to  the  said  wardens,  and  all  matters  by  them  finished  to  be 
holden  firm  and  stable,  and  the  fellow'ship  to  abide  by  them. 

While  this  may  not  be  the  first  occasion  of  the  election  of  a.s.sistants 
to  the  warden,  or  chief  executive  officer,  it  is  probable  that  it  does 
represent  a  major  change  in  organization  which  occurred  in  that 
century.  The  inference  which  one  draws  from  the  descriptions  of  the 
way  the  early  gilds  conducted  their  business  is  that  all  of  the  members 
w’ere  expected  to  a.s.semble  on  call  of  the  warden  for  the  purpose  of 
conducting  corporate  business.  But  very  soon  the  gilds  ran  into 
trouble  with  members  who  failed  to  attend.  V'arious  efforts  were 
made  to  secure  attendance,  such  as  fines,  and  election  to  some  gild 
office!  The.se  measures  rarely  had  the  desired  effect.  Such  circum¬ 
stances  probably  gave  ri.se  to  the  idea  of  constituting  the  few  faithful 
members  as  as.si.stants  to  the  warden.  The  fellow.ship  elected  all  of 
the  officials,  including  the  assistants,  but  henceforth  the  business  of 
the  gild  was  apparently  conducted  by  the  wardens  and  assistants 
sitting  en  banc. 

The  term  “a.ssistants”  was  commonly  applied  to  this  group  of  offi¬ 
cials  until  the  lx‘ginning  of  the  seventeenth  century.  In  the  ca.se  of 


Quoted  by  Edward  P.  Cheyney,  An  Introduction  to  the  Industrial  and  Social 
History  of  England  (New  York,  1919),  p.  150. 
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th<‘  India  Company  the  group  was  called  “committeemen”  at 
first,  and  changed  to  “directors”  in  1698.  The  Hudson’s  Bay  Com¬ 
pany  titled  the  group  “committi'emen”  until  1884  when  the  term  was 
chang(‘d  to  “Ixiard”  (which  included  committ(‘emen  and  the  governor 
and  his  deputy).  The  1912  charter  .supplement  u.sed  the  word  “di¬ 
rector”  without  in  any  way  indicating  its  meaning  or  antecedents. 
The  Bank  of  F^ngland  (‘inployed  the  term  “director”  from  its  founda¬ 
tion.  Am<*rican  experience  u.sed  the  term  “trustee”  and  “director” 
interchangeably  in  the  early  eighteenth  century,  but  when  the  banks 
were  chart(*red  the  term  “director”  was  employed. 

The  numlier  of  men  in  this  group  (see  pages  60-61)  has  varied  from 
s(*ven  for  the  Hud.son’s  Bay  Company  to  twenty-five  for  the  first 
Bank  of  the  United  States.  Twelve  and  twenty-four  were  the  most 
frequent  numbers,  but  there  was  no  trend  toward  fewer  or  more 
memlx*rs.  And  of  course  there  is,  apparently,  no  explanation  con¬ 
cerning  the  r(‘a.son  for  the  .selection  of  a  particular  number. 

Excepting  only  the  ca.ses  of  the  East  India  Company  and  the  1884 
siqiplement  to  the  charter  of  the  Hudson’s  Bay  Company,  English 
practice  was  to  withhold  from  the  as.sistants,  committeemen,  or  di¬ 
rectors  the  right  to  elect  the  chief  (‘xecutive.  Current  practice  in  the 
United  States  thus  appears  to  be  incoiusistent  with  historical  prece¬ 
dent.  Since  Revolutionary  times  this  jjower  has  been  in  the  hands  of 
diiectors.  It  is  usual  to  explain  the  posses.sion  of  this  right  by  sa3dng 
that  the  dispersion  and  apparent  lack  of  intere.st  or  knowledge  on  the 
part  of  shareholders  precludes  them  from  intelligently  selecting  a 
chief  executive  officer.  But  when  the  Merchant  Adventurers  Com¬ 
pany  was  chartered  there  were  53  members,  the  Eastland  Company 
had  65  original  memlx'rs,  and  the  Ea.st  India  Company,  101.  Surely 
this  differi'iice  in  numlx*rs  dfx's  not  account  for  the  drastic  change  in 
practice  which  the  latter  company  introduced.  Nor  do  the  original 
1 ,000  shares  of  capital  stock  of  the  Bank  of  North  America  indicate 
that  th<‘  alx)ve-mentioned  re‘asons  for  granting  to  the  directors  the 
pow(*r  to  .select  the  chief  ex(‘cutive  officer  were  particularly  applicable. 
P()s.sibly  th(‘  it'al  rea.son  was  that  the  directors  held  the  most  sub¬ 
stantial  ownership  int<‘n‘sts  in  the  corporation  and,  thinking  to  pro- 
t<*ct  them.selves,  deliberately  assumed  the  right  to  choose  the  chief 
officer.  Such  an  arrangement  would  lx‘  ea.sy  to  achiev'e  at  the  time 
that  the  articles  of  association  were  circulated  and  sub.scriptions  to 
the  stock  w(‘re  taken. 

With  few  exceptions,  the  directors  (including  their  more  ancient 
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titles)  were  elected  for  a  term  of  one  year.  The  Merchant  Adventur¬ 
ers  elected  their  as.sistants  more  frequently,  but,  on  the  other  hand, 
the  assistants  of  the  Eastland  Company  held  office  during  their  good 
beha^^or.  No  legal  bar  to  the  re-election  of  a  director  app<‘ars  until  an 
Act  of  Parliament  in  1697**  required  staggered  terms,  and  the  elec¬ 
tion  of  eight  new  dircK'tors  of  the  Bank  of  England  each  subsequent 
year.  This  provision  was,  however,  contained  in  the  1694  bylaws. 
Parliament  forced  a  similar  change  in  East  India  Company  practices 
in  1773.  In  1884  the  supplement  to  the  original  charter  of  the  Hud¬ 
son’s  Bay  Company  rc‘quired  the  retirement  of  three  (or  the  closest 
numlier  thereto)  board  members  each  year.  However,  in  both  of 
these*  cas<*s  there  was  nothing  to  prohibit  the  re-election  of  directors 
after  a  one-year  period  of  retirement.  In  this  respect  American  prac¬ 
tice,  with  the  exception  of  the  first  Bank  of  the  United  States  (wherein 
one-quarter  of  the  directors  w’as  ineligible  for  re-election  in  the  suc¬ 
ceeding  year),  has  not  followed  the  English  precedent. 

As  a  rule,  the  actual  powers  exercised  by  the  assistants,  committee¬ 
men,  or  directors  remain  most  obscure.  The  charters  do  not  clearly 
distinguish  the  powers  of  the  several  officers;  it  was  left  to  the  mem¬ 
bership  to  work  out  this  matter,  and,  as  pointed  out  above,  the  fellow”- 
ship  was  much  inclined  to  abdicate  in  favor  of  a  small  active  group  of 
parties  interested  in  the  \Tgorous  prosecution  of  corporate  affairs. 
Consequently  there  are  few  cases  w'here  one  can  say  more  than  that 
the  elected  officers  as  a  body  were  responsible  for  o|)erating  the  enter¬ 
prise.  But  perhaps  this  very  point  is  significant.  Despite  the  fact 
that  the  merchants  in  the  Muscovy  Company  chose,  “.  .  .  certain 
grav’e  and  wise  persons  in  manner  of  a  Senate  or  companie,  which 
should  lay  their  heads  ti^ether,  and  give  their  judgments  and  provide 
things  requisite  and  profitable  for  all  occasions  .  .  .  ”**  it  is  neverthe¬ 
less  true  that  the  executive  w’as  comprised  of  a  minimum  of  fiftwn 
v’oting  officers  including  one  governor  and  two  con.suls  or  including 
three  consuls.  The  directors  of  the  East  India  CV)mpany  met  weekly 
and  between  1698  and  1714  they  elected  a  new’  chairman  each  time. 
Thereafter  the  practice  was  to  elect  a  chairman  and  a  deputy  chair¬ 
man  for  a  term  of  one  year.  The  reader  would  conclude  from  the 


5  and  6  William  and  Mary,  c.  20. 

**  Richard  Hakluyt,  The  Principal  Navigaiione,  Voyages,  Traffiques,  and  Dis¬ 
coveries  of  the  English  Nation  (Glasgow,  1903),  vol.  ii,  p.  240. 
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writing  of  one  chronicltT  of  East  India  Company  affairs*^  that  the 
IKTsons  who  held  thest*  offices  were  separate  and  distinct  from  the 
governor  or  deputy  governor  of  the  company.  If  this  is  correct  the 
practice  of  the  India  board  is  a  direct  antecedeiit  of  our  familiar 
official,  “chairman  of  the  board.”  The  original  charter  of  the  Hud- 
.son’s  Bay  Company  specifi(‘d  that  the  executive  was  composed  of  the 
committec'inen,  or  three  committeemen  plus  either  the  governor  or 
his  deputy.  In  1884  the  executive  was  compo.sed  of  any  four  members 
of  the  board  (defined  as  including  the  governor  and  his  deputy).  Ap- 
I)a'r(*ntly  the  Bank  of  England  has  always  been  actively  managed  by 
dir(‘ctors’  committees.  Early  American  practice  is  similarly  befogged 
by  lack  of  information  but  it  is  probable  that  the  beginning  of  the 
modern  differentiation  lietween  the  duties  of  a  board  and  of  the  chief 
executive  was  indicat(*d  in  the  charter  of  the  Bank  of  North  America 
wh(‘rein  the  board,  required  to  meet  quarterly  for  the  general  purpose 
of  regulating  the  affairs  of  the  bank,  was  given  specific  authority  to 
determine  the  manner  of  doing  business,  the  rules  and  forms  to  be 
followed,  appoint  officers,  dispose  of  the  money  and  credit  of  the  bank, 
pay  divid<‘nds,  8(41  additional  stock  from  time  to  time,  and  to  inspect 
and  control  tin*  business  of  the  bank.**  This  enumeration  of  powers 
indicates  that  while  the  board  was  concerned  mainly  with  policy 
formation  and  control,  the  president  (whose  duties  were  not  specified) 
must  hav(‘  acted  for  the  company  in  its  conduct  of  daily  business — a 
division  of  duti(*s  which  is  generally  the  current  practice  in  modem 
incorjiorated  enterprises.  This  surmise  is  strengthened  by  the  pro¬ 
vision  in  the  charter  of  the  first  Bank  of  the  United  States  wherein, 
“Tlu*  stockholders  shall  make  such  compensation  to  the  president, 
for  his  extraordinary  attendance  at  the  bank,  as  shall  appear  to  them 
rea.sonable.”*^ 


The  Chief  Corpor.ate  Officer 

Th(?  common  designation  of  the  head  of  the  merchant  gilds  was 
“alderman,”  who  was  described  as  “  ...  ye  yldeste  man  of  tham 
hea|X‘.”*®  The  craft  gilds  preferred  the  title  “master.”  In  1404  the 

'•*  Cf.  John  W.  Kaye,  The  Administration  of  the  East  India  Company  (London, 
18,53),  p.  123. 

M.  St.  ('iair  Clark  and  D.  .\.  Hall  (ed.s).  Legislative  and  Documentary  History 
of  the  Hank  of  the  I'nited  Stales  (Washington,  1832),  p.  12. 

Ibid.,  p.  32.  (Italics  in  quotation  are  mine.) 

Quoted  by  J.  M.  Lambert,  op.  cit.,  p.  105. 
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designation  “governor"  was  employed,  and  with  the  exception  of  the 
merchants  trading  to  Andalusia,  this  remained  the  title  of  the  chief 
executive  of  English  corporations  down  to  very  recent  times.  (During 
the  twentieth  century  the  title  of  the  chief  executive  of  commercial 
and  industrial  corporations  is  commonly  “managing  diit'ctor."  This 
title  is,  however,  quite  unofficial  in  the  sense  that  it  does  not  appear 
in  the  general  incorporation  statute.  Indeed,  the  only  officer  named 
officially  in  this  document  is  “secretary.”)  American  practice  has  not 
followed  in  this  respect.  The  term  “president”  was  generally  preferred 
even  prior  to  the  Revolutionary  War,  but  occasional  u.sage  of  “treas¬ 
urer”  and  “governor”  may  be  noted.  • 

The  preference  of  the  members  of  English  corporations  during  the 
fifteenth  and  sixteenth  centuries  for  plural  chief  executives  was  more 
apparent  than  real.  In  this  respect  the  data  in  the  tabulation  on  pages 
60-61  can  be  misleading.  The  English  merchants  trading  in  Prussia 
and  Andalusia  were  by  no  means  a  well-knit  group.  Rather  it  was  the 
practice  for  several  of  them  to  settle  in  many  foreign  towns  and  it  was 
these  small  groups  which  were  given  the  right  to  ass(>mble  (locally) 
and  to  elect  a  governor — one  to  each  town.  The  charter  of  the  Mus¬ 
covy  Company  is  an  exception  to  the  rule.  Although  it  provided  for 
one  or  two  governors,  as  long  as  he  lived,  Sebastian  Cabot  was  in  fact 
the  sole  governor.  The  new’  charter  issued  to  this  company  in  1566 
retained  the  provision  for  dual  governors  and  in  succeeding  years 
advantage  of  it  was  taken  to  elect  two  officers  who  had  in  all  respects 
equal  authority. But  a  few  years  later  when  the  Merchant  Adven¬ 
turers  received  their  charter,  a  single  chief  executive  was  provided 
for,  and  this  remained  the  English,  and,  indeed,  the  American  practice 
down  to  modem  times. 

As  indicated  above  in  the  discu-ssion  of  the  board  and  of  the  as¬ 
sembly  of  the  fellowship,  the  chief  executive  usually  was  elected  by 
the  general  court.  But  the  East  India  Company  charter  provided 
for  his  election  by  the  committeemen  and  this  practice  has  been  fol¬ 
lowed  generally  in  American  corporations.  The  term  of  office  for  the 
chief  executive  was  one  year.  There  w’ere  no  exceptions  to  this  mle. 
His  annual  re-election  seemed  to  be  taken  for  granted,  but  this  w’as 
not  an  unbroken  custom.  The  gilds  of  both  merchant  and  craft  type 
definitely  leaned  toward  rotation  fn  the  office  of  chief  executive;  and 


A.  J.  Gerson,  E.  V.  Vaughn,  and  N.  R.  Deardorff,  Studies  in  the  History  of 
English  Commerce  in  the  Tudor  Period  (New  York,  1912),  pp.  25  ff. 
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the  rt*quir(*mont  that  memliers  of  the  board  in  the  Hudson’s  Bay 
Company  ix*  rotated  applied  also  to  lx)th  the  governor  and  his  deputy. 

Among  the  several  companies  included  in  this  study,  only  the  char¬ 
ters  of  the  Muscovy  Company  and  of  the  American  banks  reflected 
the  lx*lief  that  the  chief  executive  should  act  in  fact  as  an  executive 
and  not  lx*  required  to  share  his  authority  with  other  officers.  These 
are  the  ea.ses  which  show  the  governor  or  president  emerpng  as  a 
singh'  executive — a  concept  very  familiar  to  us  now,  but  one  which 
took  a  long  time  to  develop.  It  is  clear  that  there  was  not  an  urgent 
n(*ed  for  a  single  executive  in  those  cases  where  there  remained  a 
definite  distinction  between  the  private  business  of  a  master  or  aider- 
man  and  the  conduct  of  the  corporate  business.  But  with  the  passage 
of  timi*  this  difference  actually  disapiieared.  Occasionally  the  board 
and  certainly  the  chief  officer  became  full-time  employees  of  the  com¬ 
pany.  Under  these  circumstances  it  may  have  been  as  difficult  to 
secure  a  quorum  of  directors  as  it  formerly  was  difficult  for  the  gilds 
to  require  the  attendance  of  the  fellowship.  Indeed,  toward  the  end 
of  the  seventeenth  century  the  directors  of  the  E^st  India  Company 
were  subjected  to  fines  for  lateness  and  absence  at  meetings,**  Di¬ 
rectors  of  the  Bank  of  England  were  similarly  disciplined.  As  a 
natural  consequence,  a  division  of  duties  might  be  agreed  upon  where¬ 
by  the  board  would  retain  general  supervi.sion  and  meet  occasionally, 
but  the  chief  executive  would  undertake  the  management  of  the  daily 
business  affairs.  However,  nowhere  is  there  a  suggestion  that  the 
relationship  between  the  directors  and  the  cliief  executive  was  thought 
out  in  accordance  with  a  basic  theory  of  the  board. 

The  Deputy  Chief  Executive  Officer 

This  office  is  purely  an  English  concept.  The  gild  charters  do  not 
indicate  just  who  was  to  act  in  place  of  the  warden  or  master  but 
there  is  little  doubt  that  this  matter  was  clear  to  the  members.  The 
fact  that  the  charters  for  both  the  Muscovy  Company  and  the  Mer¬ 
chant  Adventurers  provided  for  a  plural  deputy  would  seem  to  indi¬ 
cate  that  these  officers  developed  from  the  body  of  assistants.  They 
might  very  well  have  Ixx'n  the  oldest,  the  dominating  {X'rsonalities 
or  the  most  consistent  in  attendance  upon  company  bu.sine.ss.  Gerson*® 

***  L.  Reid,  Commerce  and  Conquest,  the  Story  of  the  Honourable  East  India 
Company  (I.K>ndon,  1947),  p.  50n. 

Gerson  et  al.,  op.  cit.,  p.  29. 
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reports  that  in  the  case  of  the  annual  election  of  assistantsthefellow- 
ship  of  the  Muscovy  Company  selected  twenty-eight  and  from  these; 

.  .  the  most  expert  and  skilful.  .  .  ”  were  named  consuls.  There 
is,  unfortunately,  no  reference  to  the  que.stion  as  to  who  selected  the 
four  consuls;  nor  is  there  any  differentiation  in  duties  Ix'tween  assist¬ 
ants  and  consuls.  But,  in  view  of  the  fact  that  the  entire  history  of 
the  English  companies  leads  one  to  believe  that  the  election  of  officers 
was  the  prerogative  of  the  fellow.ship,  it  may  l)e  assumed  that  no 
deviation  took  place  in  the  case  of  the  four  consuls  of  the  Musco\’y 
Company.  The  evidence  strongly  hints  that  only  the  East  India 
Company  followed  an  aberrant  practice  in  this  regard. 

One  point  with  respect  to  the  status  of  the  deputy  is  very  clear. 
The  charters  specify  that  the  deputy  was  to  act  in  place  of  the  chief 
executive  in  the  latter’s  absence.  In  no  sense  was  the  deputy  merely 
an  a.s.sistant  to  the  governor  or  an  assistant  governor.  This  concept 
of  the  deputy’s  function  clearly  implies  that  the  chief  executive  offi¬ 
cer  was  expected  to  be  absent  frequently  or  over  long  stretches  of 
time.  During  these  periods  the  business  of  the  corporation  must 
be  tran.sacted.  It  is  known  that  the  officers  of  the  gilds  were  expected 
to  continue  their  private  business  and  that  the  executives  of  the  later 
trading  companies  were  frequently  abroad  on  errands  of  both  busine.ss 
and  diplomacy.  Consequently,  the  members  of  the  several  companies 
had  a  sound  reason  for  electing  a  deputy  to  act  in  place  of  the  gover¬ 
nor  in  the  latter’s  absence. 

American  practice  has  deviated  in  this  regard  from  its  ICnglish 
antecedents.  Although  corporation  charters  and  bylaws  may  provide 
for  one  or  more  “vice  presidents”  this  term  describes  a  title  and  not 
an  office.  No  duties  are  delegated  to  him  who  is  so  honored.  If  he 
does  have  duties  it  is  because  he  Is  also  the  head  of  some  functional 
office  and  is  designated,  for  instance,  as  “vice  president  and  .sales 
manager.”  The  chief  executive  is  expected  to  be  the  active  and  con¬ 
tinuous  operating  head  of  the  enterprist',  and  the  board  sees  that  he 
acts  in  accordance  with  this  expectation.  This  does  not  mean  that 
business  affairs  may  not  take  him  away  from  his  office.  It  does  mean 
that  when  he  is  away  he  is  “on  business”  of  great  import  to  the  firm, 
and  that  in  this  day  of  improved  transportation,  communication,  and 
managerial  practices,  the  chief  executive  is  permitted  the  opportunity 
to  transact  business  wherever  necessary  and  still  retain  active  control 
of  the  company  operations.  In  other  words,  a  “need”  for  a  deputy 
president  is  rarely  felt  now. 
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Conclusions 

The  most  obvious  conclusion  to  whicii  this  review  of  the  organiza¬ 
tion  of  cor|)orate  enterprises  jHiints  is  that  the  board  of  directors  has 
an  ancient  lineage.  In  fact,  the  presence  of  a  board  has  always  been 
a  distinguishing  mark  of  the  corporate  form  of  enterprise,  not  neces¬ 
sarily  liecause  of  any  legal  requirement,  but  rather  becau.se  the  enter¬ 
prise  owners  wanted  it  that  way. 

All  of  the  officers,  including  the  Ixiard  members,  were  required  to 
1k‘  memlxTs  of  the  fellow.ship.  Apparently  no  other  arrangement  was 
even  thought  of,  so  general  was  the  practice.  A  permissible  inference 
is  that  the  s(*veral  memlx'rs  of  the  fellowship  felt  their  interests  pro- 
tecttxf  if  the  officers  also  had  a  substantial  interest  in  the  firm.  In  any 
ca.se,  it  is  quite  clear  that  the  main  job  of  the  officers  was  to  manage 
the  enterprise  in  the  liest  interests  of  the  members.  But  the  early 
cor|K)rations  had  the  same  difficulty  which  modem  firms  have  in 
providing  for  the  effective  exercise  of  power  by  the  small  shareholder. 
With  the  passage  of  time,  and  with  the  apparent  difficulty  of  persuad¬ 
ing  the  owners  to  attend  general  courts,  control  soon  pa.ssed  into  the 
hands  of  an  oligarchy.  For  instance,  the  management  of  the  livery 
companies  of  Ixindon  was  definitely  in  the  hands  of  the  wealthy  who 
act<‘d  as  lM)ard  members.  Soon  they  acquired  the  right  to  name  their 
own  succes.sors. 

All  of  the  charters  laid  upon  the  directors  the  duty  of  assisting  the 
chief  executive.  But  the  meaning  of  this  term  is  obscure.  To  “assist” 
may  1k‘  interpreted  to  mean,  “check  up  on,”  “help,”  “advise,”  “act 
as  th(‘  ex(*cutive,”  and  “represent”  the  ownership  interest.  But  none 
of  the.s(‘  interpretations  answer  the  question.  Why  was  it  considered 
nece.ssary  or  desirable  to  “as.sist”  the  chief  executive? 

Clearly  it  was  not  because  there  was  so  much  work  to  do  that  the 
chief  executive  needed  help  in  its  accomplishment.  The  pre.sence  of 
deputies  in  the  English  type  of  organization  might  have  led  to  such  a 
conclusion  were  it  not  for  the  contrary  practice  of  American  corpora¬ 
tions.  Of  course  it  may  be  argued  that  the  growth  of  knowledge 
r(*s|)(*cting  the  functions  of  executives  would  tend  to  lighten  the  bur- 
(h'U  of  th(>  chief  executive  and  thereby  make  unnecessary  the  presence 
of  a  deputy.  But  the  early  history  of  corporations,  especially  of  the 
gild  (*nt(*rpri.ses,  would  lead  one  to  l)elieve  that  the  wardens  were  far 
from  overworked. 
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Nor  was  the  duty  to  “assist”  based  upon  any  idea  that  directors 
and  the  chief  executive  had  different  t3rpes  of  duties  to  perform. 
Indeed,  on  this  point  the  evidence  is  quite  clear  that  the  early  cor¬ 
porations  had  a  plural  rather  than  a  single  executive.  Ev^en  in  such 
recent  evidence  as  the  1884  amendment  to  the  charter  of  the  Hud¬ 
son’s  Bay  Company  one  may  point  to  the  fact  that  any  four  of  the 
directors  had  the  power  to  act  as  the  executive.  It  is  not  until  one 
turns  to  the  first  Bank  of  the  United  States  that  there  appears  certain 
evidence  that  perhaps  the  chief  executive  and  the  directors  do  or 
should  perform  different  activites.  Indeed,  the  reader  should  be 
cautioned  not  to  assume  that  the  duties  of  wardens  and  governors 
were  comparable  in  any  understanding  degree  with  the  modem  posi¬ 
tion  of  Corporation  president.  (This  seems  to  be  the  error  made  by 
those  who  attempt  to  distinguish  the  functions  of  a.ssi.stants  and 
governor  in  the  Merchant  Adventurers  Company.)  The  position  of 
these  officers  was  actually  much  closer  to  the  modern  concept  of 
“chairman  of  the  board.” 

It  is  difficult  to  read  into  the  hi.story  of  corporation  offices  any  hint 
that  one  of  the  duties  of  the  as.sistants,  or  committeemen,  or  board 
was  to  act  as  a  curb  upon  the  power  of  the  principal  executive.  This 
is.sue  does  not  seem  to  have  arisen  despite  the  fact  that  at  least  some 
of  the  wardens  and  governors  were  certainly  dominating  leaders.  It 
is,  for  instance,  difficult  to  imagine  Sebastian  Cabot,  governor  of  the 
Muscovy  Company  during  its  first  two  years,  as  anything  but  a  force¬ 
ful  personality.  But  the  evidence  points  so  unmistakably  to  the 
general  conception  of  a  plural  executive  that  there  is  little  rea.son  to 
expect  the  fellowship  or  the  board  to  show  any  concern  about  the 
power  of  a  chief  executive. 

On  the  other  hand,  there  is  a  definite  impression  that  the  election 
of  several  officers  by  the  general  court  was  decided  upon  in  order  to 
obtain  a  higher  quality  of  decision-making.  It  is,  of  course,  quite 
pos.sible  that  the  strong  flavor  of  political,  as  well  as  economic,  power 
of  the  corporation  would  make  the  early  organizers  think  of  executive 
relationships  which  would  somewhat  imitate  the  sovereign-and- 
councilors  organization  of  contemporary  states.  Scholars  are  aware 
of  the  tremendously  strong  tendency  of  human  beings  to  be  imitative 
and  to  be  creative  only  with  respect  to  the  fund  of  past  knowledge. 
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But  in  addition  to  this  factor,  there  is  a  strong  presumption  that  the 
election  of  a  group  of  officers  to  manage  the  corporation  was  decided 
ujKin  in  order  to  allow  all  of  the  fellowship  to  benefit  from  the  pooled 
knowledge  of  widely  experienced  traders. 

Cyril  O’Donnell 

University  of  California  at  Los  Angeles 


THE  WILLIAMS  BROTHERS, 
MERCHANTS  AND  SHIPPERS,  1825-1850 


When  the  Williams  brothers  migrated  from  Connecticut  to  New 
York  State  in  1825  they  established  themselves  as  country  merchants, 
yet  their  activities  bore  a  distinct  resemblance  to  tha*^?  of  the  sea¬ 
board  merchants  of  the  late  eighteenth  century.  Although  divorced 
from  international  trade,  the  Williamses  exhibited  the  same 
dependence  on  country  produce,  the  same  need  to  exchange  produce 
for  specie  and  specie  for  manufacturt*d  goods  as  did  the  House  of 
Hancock.* 

Three  patterns  emerge  clearly  from  a  discussion  of  commercial 
enterprise  in  the  development  of  central  New  York  in  the  period  1825- 
1850.  The  pivotal  one  is  the  pattern  of  transportation;  from  the  cen¬ 
tral  and  western  sections  of  New  York  State,  via  the  Erie  Canal  to 
Albany,  and  down  the  Hudson  to  New  York  City  were  shipped  the 
lumber  and  wheat,  the  butter  and  potash  of  the  rural,  near-frontier 
areas.  A  primary  concern  of  the  Williams  brothers  was  to  build  up  an 
organization  that  would  utilize  profitably  the  possibilities  inherent  in 
this  long  line  of  transportation.  A  second  pattern  involves  the  lack 
of  specialization  in  the  function  of  the  merchant,  a  condition  prompted 
in  part  by  the  transportation  system  itself  and  in  part  by  the  un¬ 
limited  opportunities  of  a  newly  developed  community.  The  third 
pattern  is  that  of  a  chronic  shortage  of  currency  paralleling  that  of 
the  colonial  situation  in  which  Hancock  operated.  To  solve  the  diffi¬ 
culties  and  make  profit  of  the  advantages  presented  by  these  patterns 
the  family  business  and  a  plethora  of  partnerships  and  agencies  w'ere 
introduced. 

C.\N.\L  Trade 

Before  the  completion  of  the  Erie  Canal,  the  central  and  western 
imrts  of  New  York  State  were  sparsely  settled  and  well  forested.  The 
first  settlers  had  to  be  lumbermen  before  they  could  become  farmers. 
In  the  last  decade  of  the  eighteenth  and  first  years  of  the  nineteenth 


*  W.  T.  Baxter,  The  House  of  Hancock  (Cainbridge,1945),  passim. 
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contury  small  sawmills  were  built  throughout  the  area  utilizing  the 
|K)wer  of  numerous  streams.  Rough  lumber  along  with  wheat  and  .salt 
were  scuit  down  the  Susquehanna  to  market  in  Baltimore  and  other 
established  towns  and  cities.^  Lumber  arks  were  the  forerunners  of 
rafts  and  canal  Ixjats.  The  first  to  make  the  pa.ssage  down  the  Su.sque- 
hanna  was  built  in  1800.  “They  were  like  huge  boxes,  about  65  feet 
long,  16  f(*et  wide,  pointed  at  each  end  and  sided  up  with  two  planks 
.  .  .  The  completion  of  the  canal  system  gave  strong  impetus  to 
the  trade  in  lumlier  and  grain.  The  comparatively  easy  access  to  the 
marktds  of  Albany  and  New  York  City  was  to  change  the  locational 
pattern  of  commerce,  and  along  this  new'  route  towns  and  then  cities 
developed  at  strategic  points.  By  1840,  Albany  “had  become  one  of 
the  greatest  lumber  markets  of  the  country.”^ 

The  Williamses  in  Ithaca 

Th(‘  insurgence  into  this  area  from  the  older  population  centers  w'as 
marked.  Timothy  Shaler  Williams  along  with  his  younger  brothers, 
Josiah  Butler  and  Manwell,  was  part  of  this  migration.  These  men 
came  in  1825,  the  very  year  in  which  the  canal  was  opened.  Timothy, 
the  eldest,  was  twenty-five;  he  had  taught  school  in  Bristol,  Connec¬ 
ticut,  not  far  from  his  father’s  farm  in  Middletown.  His  financial 
resources  when  he  moved  to  New  York  State  must  certainly  have 
been  unusual  for  that  time  and  place,  but  it  is  difficult  to  determine 
just  how  much  they  w'ere.  Teaching  school  has  never  been  considered 
a  lucrative  occupation.  Judging  by  the  statement  of  Chauncey  Pratt 
Williams,  one  of  his  sons,  the  father  could  not  have  contributed  a 
great  deal  to  the  venture.  This  son  draws  a  picture  of  a  hard-w’orking 
farmer  liv’ing  in  decent  comfort  but  “never  rich,”  a  man  who  “learned 
the  trade  of  a  shoe-maker  .  .  .  working  at  his  trade  during  the  incle¬ 
ment  sea.‘<on  of  the  year,  when  his  farm  did  not  call  for  outdoor 

*  H.  P.  Smith,  History  of  Broome  County  (Syracuse,  1885),  p.  72;  J.  Selkreg, 
Landmarks  of  Tompkins  County  (Syracuse,  1894),  p.  101;  N.  A.  McNall,  An  Agri¬ 
cultural  History  of  the  Genesee  Valley  1790-1860  {Vniv.  of  PeniLsylvania  Press: 
Ptiiladclphia,  1952),  pp.  206-208. 

®  L.  W.  Murray,  A  History  of  Old  Tioga  Point  and  Early  Athens,  Pennsylvania 
(.\thens,  Pcnna.,  1908),  p.  521. 

*  Victor  S.  Clark,  History  of  Manufactures  in  the  Ignited  States  (New  York, 
1929),  p.  467. 
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work.”*  Aside  from  the  small  sum  he  might  have  saved  from  his 
teaching  post,  it  would  seem  that  Timothy  had  to  borrow  for  his 
initial  stake.  There  is  some  evidence  to  indicate  that  he  did  borrow 
from  Sage  and  Russell.,  owners  of  the  Plymouth  Company  in  Connec¬ 
ticut,®  by  whom  one  brother,  .lehiel  E.  Williams,  was  employed. 

Sage,  and  possibly  Rus.sell,  was  related  to  the  Williams  family. 

The  rapid  exten.sion  of  Timothy’s  undertakings  in  the  first  years 
would  indicate  that  his  r€*sourcf*s  were  not  modest.  In  1825  he  estab- 
li.shed  a  store  at  Enfield,  New  York,  in  which  his  brother,  Josiah, 
clerked.  The  following  year  he  built  and  operated  a  sawmill  that  was 
run  by  ox  power.^  He  proceeded  quickly  all  the  while  experimenting 
with  the  various  modes  of  making  an  honest  fortune.  Within  two 
years  he  removed  to  Ithaca  to  invest  in  the  newi'st  and  most  obvious 
enterpri.se  of  this  area,  transportation  lines.  Ithaca  was  admirably 
situated  through  its  connection  via  Cayuga  with  the  Erie  Canal.  The 
canal  lioats  Timothy  invested  in  at  this  time  were  to  represent  the 
core  of  his  future  varied  enterprises^  Upon  them  depended  the  gen¬ 
eral  merchandise  and  the  lumber  businesses.  At  Ithaca  Timothy 
loaded  his  boats  with  lumber  and  wheat  and  .sent  them  off  to  Albany  , 

from  which  place  they  returned  with  nails,  cotton  goods,  riblxm,  and  | 

books  to  .stock  the  shelves  of  his  store  at  the  Inlet.  In  1829  Josiah,  | 

then  nineteen,  was  sent  to  Albany  to  maintain  effective  control  over  I 

a  new  branch  of  the  business.  By  1832,  when  Josiah’s  clamor  to  be 
made  a  full  partner  was  answered,  the  initial  stage  of  the  bu.siiu*ss 
might  be  .said  to  be  done. 

By  that  year  tho.se  profit-making  motives  which  may  have  prompt¬ 
ed  the  move  from  Connecticut  were  on  their  way  toward  .satisfaction.. 

Having  moved  into  a  rich  and  unexploited  region,  the  Williams 
brothers  were  eagerly  making  use  of  its  resources.  The  white  pine 
stands  were  ready  to  be  turned  into  lumber  and  profit.  The  canal 
line,  which  undoubtedly  helped  determine  the  decision  to  settle  in 
New  York,  provided  the  ba.sis  of  their  commercial  success.  The 
Williams  brothers  had  gone  West  to  grow  up  with  the  country. 

Timothy  echoed  the  keynote  of  the  brothers’  activities  late  in  1832 
when  he  wrote  .Jo.siah,  ”...  there  is  a  large  field  open  Ijefore  us — and 

*  M.  E.  Poole,  Williams  Genealogy  (Ithaca,  1910),  p.  3. 

•  Henry  Shaler  Williams  Collection,  Regional  History,  Cornell  University, 

Sage  and  Russell  to  T.  S.  Williams,  October  12,  1827. 

^  Selkreg,  op.  cit.,  p.  352. 
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if  we  can  control  means  enough  to  cultivate  it,  it  will  no  doubt  be  the 
liest  business  done  in  this  place — 

'riie  brothers  employed  their  nvsources  and  energies  diffusely.  In 
thf“  period  which  this  study  covers,  from  1825  through  1850,  the 
Williams<\s  were  involved  not  only  in  the  many  aspects  of  canal 
transjiortation.  owning,  renting,  op(*rating  the  boats,  both  for  their 
own  goods  and  as  carriers  of  others’  goods,  but  even — in  true  entre¬ 
preneurial  fashion— in  designing  better  boats.^  They  w^ere  also  en¬ 
gaged  in  an  extensive  merchandising  business,  both  wholesale  and 
retail.  They  had  a  heavy  interest  in  all  pha.ses  of  the  lumber  trade 
from  the  purchase  of  timlier  lands  to  the  manufacture  of  lumber  and 
its  shipment  and  sale.  Also  they  sold  not  only  their  own  lumber,  but 
that  of  others  on  a  commission  basis.  In  1836  Timothy  became  a 
director  of  the  Tompkins  County  Bank  and  two  years  later  he  and 
Manwell  and  Josiah  organized  and  became  the  sole  stockholders  of 
the  Merchants  and  Farmers  Bank  in  Ithaca,  capitalized  at  $150,000 — 
a  significant  commentary  on  the  state  of  their  enterprises  even  in  this 
panic  year.  Their  interests  in  real  estate  grew  considerably  in  this 
jx'riod,  and  Josiah  particularly  invested  in  the  coal  mines  of  Pennsyl¬ 
vania.  It  was  he  who  named  the  city  of  Scranton.^®  The  brothers  also 
help(*d  finance  certain  local  railroads. 

This  diversity  of  interests  and  diffusion  of  energies  did  not  seem  to 
trouble  the  brothers.  Their  business  interests  developed  along  the 
liiMw  of  community  growth;  they  themselves  were  at  once  business¬ 
men  and  city  fathers.  Moreover,  the  lumber  and  merchandise  ven¬ 
tures  had  an  intimate  relation  to  the  canal  lines.  Again,  once  they 
had  Ix'come  committed  to  a  large  mercantile  enterprise,  the  need  for 
pier  proiierty,  storage  space,  and  warehouses  was  apparent  and  made 
investment  in  this  tyjx*  of  real  estate  nece.ssary.  Difficulties  with 
curmncy  and  with  time  notes  gave  the  brothers  some  insight  into 
banking.  There  was  then  a  kind  of  internal  logic  with  regard  to  the 
ventures  th(*y  undertook.  One  venture  was  conditioned  by  another, 
forming  a  non.specialized  inv^estment  pattern.  But,  undoubtedly, 
the  more  basic  impulse  to  a  varied  extension  of  interests  stemmed 
from  th<‘  gf'iieral,  frenzied  activity  which  s<‘emed  to  promise  that  in 


*  .lositth  H.  Williams  Collection,  Hegional  History,  Cornell  University,  T.  S. 
Williams  t«>  .1.  H.  W'illiams,  Decemlier  19,  1832. 

®  S«*lkn>K,  op.  cit.,  p.  126. 

Poole,  op.  cit.,  p.  6. 
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this  new  region  opened  by  the  canal  all  avenues  would  |>ay  well. 
Thus  Timothy  consulted  with  his  brother,  “Nichols  ad\’ises  us  to  buy 
out  I.<eonard — thinks  we  can  go  it — somebody  will  have  that  property 
another  year,  and  perhaps  we  had  better  have  it  than  anyone  else — 

Organization  of  the  Business 

The  physical  oi-ganization  of  the  Williams’  enterprises  illustrates 
again  their  nonspecialized  nature.  At  the  outset  Timothy  was  the 
sole  legal  head  of  the  various  enterprises.  He  collected  agricultural 
commodities  at  the  Ithaca  headquarters.  These  were  sent  on  to 
Albany  where  th('y  were  either  sold  or  reshipptKl  to  New  York  or  to 
consignees  in  the  eastern  portion  of  the  state.  By  1829,  only  two  years 
after  establLshing  themselves  in  Ithaca,  the  brothers  optMied  their  own 
office  and  warehouse  in  Albany,  with  .losiah  in  charge.  Thus  they 
.saved  the  commissions  charged  by  the  outside  agents  aiul  could 
themselves  become  commission  agents  for  outside  shippers.  In  1837 
another  brother,  C.  P.  Williams,  was  recruited  from  the  Connecticut 
homestead  to  take  over  the  lumber  and  shipping  interests  in  Albany 
while  Josiah  returned  to  Ithaca  and  became  involved  in  banking.  C. 
P.  eventually  bought  out  his  brothers’  interest  in  the  Albany  venture 
in  partnership  with  a  nephew  of  the  Williamses,  Henry  W.  Sage,  who 
helped  with  a  branch  office  in  New  York  City.  In  1843  a  further  step 
was  made  in  the  development  of  these  transportation  and  mercantile 
organizations.  T.  S.  Williams' and  Co.  was  organized  to  oixTate  in 
Ithaca,  C.  P.  Williams  and  Co.  to  operate  in  Albany,  and  H.  W.  Sage 
and  Co.  to  operate  in  New  York  City.  The  partnership  extended  only 
to  the  equal  division  of  profits  and  los.ses.*2  The  actual  functioning  of 

"  J.  B.  Williams  Collection,  T.  S.  Williams  to  J.  B.  Williams,  December  19, 
1832. 

Ibid.,  April  8,  1843 — “We  agree  to  enter  into  the  storage  transportation,  com- 
mi.ssion  and  lumber  and  produce  business  as  follows :  T.  S.  Williams  to  take  charge 
at  Ithaca — C.  P.  Williams  at  Albany  and  H.  W.  Sage  at  New  York — The  firm  at 
Ithaca  to  be  T.  S.  Williams — in  Albany  C.  P.  Williams  &.  Co.  and  in  New  York, 
H.  W.  Sage  &  Co.  H.  W.  Sage  and  C.  P.  Williams  to  put  in  what  lumber  and 
shingles  they  have  at  Ithaca — their  boating  stock  and  hou.ses  to  be  used  in  the 
business,  and  are  to  be  allowed  out  of  the  business  a  reasonable  compensation  for 
what  they  have  in  ase  in  the  business  in  proportion,  more  than  the  said  Williams — 
.  .  .  The  profits  or  losses  of  the  business  to  be  equally  divide<l  after  paying  ex¬ 
penses,  rents,  etc.  in  doing  the  business — to  commence  on  the  opening  of  the 
canal — ” 
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the  three  orRaiiizations  was  completely  separate.  The  accounts  of  one 
firm  appeared  on  the  books  of  the  other  two  and  each  acted  as  the 
agent  of  the  others  to  form  a  continuous  service  following  the  line  of 
transportation.  Yet  each  was  e.s.sentially  an  independent  merchant 
and  shipp<'r  handling  other  accounts,  charging  commLssioas  on  trans¬ 
actions  for  the  affiliate  firms,  and  using  out.side  agents.  Thus  after 
the  organization  of  H.  W.  Sage  and  Co.  in  New  York  City,  T.  S. 
Williams  and  Co.  continued  to  make  use  of  several  other  agents,  John 
John.son  and  Sons  and  Abbey  and  Freeman,  in  the  same  city,  to  dis¬ 
tribute  approximately  the  same  commodities  that  Sage  handled.  The 
agreement  l)etween  the  three  organizations  read  that  they  enter  to¬ 
gether  “into  the  .storage  transportation,  commis.sion  and  lumber  and 
produce  busine.ss  .  .  .  There  was,  liowever,  no  breakdown  of  these 
interests.  Each  firm  duplicated  all  of  the  interests  of  the  others  so 
that  again  the  pattern  of  expansion  that  emerges  is  not  in  the  direc¬ 
tion  of  a  more  extensive  single  unit  but  rather  of  more  units. 

The  independence  of  these  firms  with  regard  to  one  another  is  illus¬ 
trated  further  by  the  short-term  character  of  the  agreements.  The 
1843  arrangement  was  discontinued  in  1845.  Sage  and  C.  P.  con¬ 
tinued  as  partners  in  the  Albany  and  New  York  establishments,  but 
T.  S.  withdrew.  More  and  more  absorbed  by  his  banking  and  poli¬ 
tical  int(‘rests,  T.  S.  now  showed  a  disinclination  to  pursue  mercantile 
ventures  if  his  personal  .services  were  required.  When,  in  1847,  a  con¬ 
tract  was  drawn  up  which  provided  for  a  new  partnership — to  last 
just  one  y(‘ar — T.  S.  and  J.  B.  acted  merely  as  inve.stors  and  advisors. 
Together  they  contributed  $12,500;  an  equal  sum  was  advanced  by 
Sage,  and  C.  P.  added  $5,000.^"*  A  fourth  partner,  who  contributed 
no  capital  but  who  was  to  manage  the  Albany  branch  in  the  name  of 
C.  P.  Williams  and  (^o.,  was  included;  he  was  Charles  E.  Hardy,  the 
brother-in-law  of  J.  B.  Williams.  Sage  was  to  take  over  the  Ithaca 
business  “with  such  advice  and  assistance  as  T.  S.  and  J.  B.  Williams 
can  give.  .  .  .  The  New  York  branch  was  discontinued.  Upon 
the  (‘xpiration  of  this  arrangement  in  1848,  H.  W.  Sage  and  Co.  con- 
tiniunl  to  oiM*rate  as  an  Ithaca  firm  in  association  with  C.  P.  Williams 
and  Co.  (,’.  P.  himstJf  took  less  direct  intere.st  in  the  Albany  mer¬ 
cantile  concern,  and  in  1852  the  Sage  i)artnership  with  C.  P.  was 

Idem. 

Henry  Shaler  Williams  Collection,  Contract,  Ithaca,  February  16, 1847. 

Idem. 
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ORGANIZATION  OF  THE  WILLIAMS  SHIPPING  AND  MERCHANDISE 

ENTERPRISFJ8 


Ithaca 

T.  S.  Williams,  1827- 


Albany 

-Branch  established  with 
J.  B.  in  charge,  1829 


T.  S.  Williams  and  Brothers,  C.  P.  Williams  takes 

1832 - over  branch,  1837 

Renewed  1836  loiter  buys  out  Williams' 

Included  T.  S.,  J.  B.,  M.  R.  and  Brothers  in  partner- 
I  ship  w'ith  H.  W.  Sage 


New  York  City 


Williams  and  Company,  1842 
Reorganization  upon  M.  R.’s 
I  death 


C.  P.  Williams  and  H.  W. 
— Sage  establish  branch 
under  name  of  H.  W. 
Sage  and  Co.  between 
1838  and  1843 


T.  S.  Williams  and  Co.,  1843 — C.  P.  Williams  and  Co.,  1843—  H.  W.  Sage  and  Co., 
J.  B.  not  a  partner  in  1843 

I  this  venture. 


T.  S.  Williams  and  Co.,  1846  C.  P.  Williams  and  Co.,  1316 - H.  W.  Sage  and 

J.  E.  Shaw,  partner  *  Co.,  1846 


H.  W.  Sage  and  Co.,- 
1847 

T.  S.  and  J.  B. 
Williams,  silent 
partners 


C.  P.  Williams  and  Co.,  1847 
C.  E.  Hardy,  managing  partner 


H.  W.  Sage  and  Co.,- 
1318-1852 


X  P.  Williams  and  Co.,  1848-1852 


H.  W.  Sage  and  Co.,  C.  P.  Williams  and  Co.,  1852  -h 
1852-1- 


J.  E.  Shaw  and  Co.  1850-1- 
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toriniiiatod.  The  mercantile  interests  of  T.  S.  and  J.  B.  Williams  in 
Ithaca  came  to  Ik*  directed  in  the  late  ’forties  largely , by  one  J.  E. 
Shaw,  M  ho  was  made  a  partner  in  T.  S.  Williams  and  Co.  probably 
alK>ut  1845. 

I'hese  firms,  connected  by  brief  legal  agreements  and  even  more 
intimately  by  family  ties,  had  helpi'd  overcome  the  difficulties  of  the 
long  transjKirtation  line  and  the  distance  to  markets.  They  helped 
somewhat  in  coordinating  multiple  business  ventures.  But  even 
family  connections,  where,  as  with  the  Williamses,  there  st*emed  to  be 
brothers  enough  to  go  around  and  nephews  who  could  be  called  upon, 
were  not  adequate  when  so  many  interests  had  to  be  directed.  There¬ 
fore,  throughout  the  iieriod,  there  is  c  regular  record  of  other  partner¬ 
ships  and  of  agencies  whose  permanence  was  variable.  For  example, 
Timothy  made  an  arrangement  with  Charles  Robinson  by  which  the 
former  supplied  the  capital  for  Robinson’s  activities  as  a  collector  of 
lumlier  and  other  country  produce  for  Timothy.  With  regard  to  this 
Timothy  wrote  Josiah  in  1832  that  “.  .  .  Robinson  will  probably  want 
some  help  in  some  way  to  pay  up  his  bills  in  New  York — don’t  know' 
how  much  he  owes  there — will  give  a  sketch  of  what  we  have  let  him 
have  toward  this  year’s  stuff — There  was  not  then  a  definite  out¬ 
lay  made,  but  rather  a  kind  of  underw'riting  of  Robinson’s  activities. 
H(‘re  Robinson  seems  to  have  acted  as  an  agent  of  the  Williamses, 
probably  on  a  commission  ba.sis. 

A  typical  contract  was  made  with  B.  R.  Delevan  in  1833  with  the 
provision  that  Delevan  purchase  lumber  and  shingles  in  the  vicinity 
of  Ithaca  to  Ik*  sold  by  J.  B.  in  Albany.  Neither  party  would  charge 
for  his  sfTvices.  Both  were  to  take  part  in  the  capital  outlay  and 
charge  int<*rest  to  the  business.  Profits  and  losses  were  to  be  shared 
equally  lK‘t  w(*(*n  Williams  Brothers  and  Delevan,  and  the  merchandise 
was  to  Ik?  shipped  over  Williams  Brothers’  lines  at  the  customary 
rates.  I'lie  arrangement  was  to  last  through  the  season  of  navigation. 

A  lati'f  contract  with  Robinson,  w'hich  ran  for  an  unusually  long  pe¬ 
riod,  1836  through  1838,  provided  a  similar  arrangement.^®  In  this 
cas(‘  we  have  an  estimate  of  the  profits  made  by  the  partnership  ven¬ 
ture,  $2,886.76,^®  which  would  iK*rhaps  indicate  the  petty  character 


"*  .1.  H.  Williams  Collection,  T.  S.  Williams  to  J.  B.  Williams,  November  1, 1832. 

Henry  Shaler  Williams  Collection,  Contract,  October  20, 1833. 

'*  J.  B.  Williams  Collection,  Contract,  Januarv  1,  1838. 

Idem. 
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of  thes(‘  numerous  ventures.  The  WilUanLses  used  this  system  of 
buying  and  selling  on  joint  account  widely.  It  was  a  de\ice  by  which 
scarce  capital  could  be  effectively  pooled,  and  by  which  specialization 
of  function  between  collector  and  distributor  might  be  easily  achieved 
where  the  distance  between  buyer  and  seller  created  a  real  problem. 

In  1838  Robin.son  joined  Sage  and  Joseph  H  Shaw  who  had  bought 
the  William.s’  Inlet  store  and  the  Ithaca-Xew  York  canal  line  of  the 
Williamses  the  year  before.  The  Williams’  decision  to  sell  was  un¬ 
doubtedly  dictated  by  their  reorganization  in  1837  to  include  banking. 
From  1838  banking  and  mercantile  operations  were  both  carried  on 
in  a  new  building,  probably  nearer  the  center  of  town,  although  T.  S. 
retained  another  stand  or  store  at  the  Inlet.  Sage,  Shaw,  and  Robin¬ 
son  developed  an  enterprise  parallel  to  the  WillianLs’.  If  one  judges  by 
accounts  due  them,*®  they  had  a  general  store  in  which  they  sold  such 
miscellaneous  items  as  buttons,  sugar,  cotton  goods,  and  oil.  They 
were  engaged  also  in  buying  lumber,  injudiciously  at  times,  according 
to  C.  P.  Williams:  “It  mil  not  do  to  pay  the  prices  for  property  which 
they  have  been  paying.  They  are  calculating  on  too  strong  an  ad¬ 
vance — ’’*'  It  is  significant  that  this  complaint  was  sent  not  to  Sage, 
Shaw,  and  Robinson,  but  to  Sage’s  uncles,  the  Williams  Brothers  in 
Ithaca.  As  the  financiers  of  Sage,**  and  probably  of  Robinson  and  of 
Shaw,  these  men  had  a  stake  in  the  development  of  the  new  bu.sine8s. 
C.  P.  too  had  a  significant  interest  in  the  activities  of  “our  folks.’’ 
Sage,  Shaw,  and  Robinson  gathered  lumber  at  Ithaca  very  much  as 
the  Williamses  did  and  marketed  it  through  C.  P.  in  Albany,  drawing 
upon  him  to  pay  for  the  timber.  Some  friction  developed  when  C.  P., 
naturally  pessimistic,  had  to  deal  with  the  ambitious  younger  firm. 
There  was  a  continual  cry  that  “our  folks  (S  S  &  R)  have  been  going 
too  fast  for  my  benefit.  .  .  .”**  Because  C.  P.  could  draw  on  the  re¬ 
sources  of  Williams  Brothers  should  he  fall  into  difficulties.  Sage, 
Shaw  and  Robinson,  for  whom  C.  P.  was  more  than  just  an  agent 
since  Sage  w’as  affiliated  with  him  in  the  Albany  business,  had  in  turn 
another  link  with  Williams  Brothers.  The  family  ties  worked  again 
to  encourage  investment  by  Williams  Brothers  in  a  rival,  a  parallel 

Ibid.,  passim — e.g.,  bill  of  James  Nichols  for  1837, 1838. 

Ibid.,  C.  P.  Williams  to  Williams  Brothers,  March  28, 1839. 

**  Ibid.,  Will  of  Manwell  Williams,  May  16,  1810,  mentions  loan  to  H.  W.  Sage 
of  $1,000. 

Ibid.,  C.  P.  Williams  to  Williams  Brothers,  August  21,  1839. 
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firm,  demonstrating  once  more  the  multiple  pattern  of  expansion. 

In  1842  Timothy  joined  Joseph  E.  Shaw  and  one  E.  T.  Turner  in 
(‘stablishing  a  retail  store  at  Ithaca.^^  The  partnership  was  limited 
to  three  y(‘ars  during  which  Timothy  w^as  not  expected  to  contribute 
“|K*rsonal  s(*rvices,”  but  he  did  provide  “the  use  of  the  store.”  It  w'as 
a  form  of  investment  for  Timothy.  His  own  store  at  the  Inlet  evi¬ 
dently  directed  considerable  busine.ss  to  the  new  enterprise.  During 
the  few'  years  of  the  partnership  the  Inlet  store  itself  ran  up  a  debt  to 
the  new  store  of  more  than  a  thousand  dollars.  Here  w’as  another  case 
of  inv’cstment  in  a  parallel  organization,  an  early  kind  of  chain-store 
principle,  expansion  providing  more  of  the  same  kind  of  institution, 
although  all  were  not  under  identical  control. 

A  numlK*r  of  the  same  names  appear  and  reappear  in  the  lists  of 
transactions.  Thus  Sage,  Robinson,  and  Shaw'  pop  up  in  many  and 
different  relations  among  themselves  and  with  the  various  Williams 
brothers.  For  example,  in  1846  Timothy  built  a  grist  mill.  Subse¬ 
quently  it  became  the  property  of  Sage  and  Shaw’.^®  Again,  in  a  list 
of  suits*®  brought  in  1854,  one  finds  J.  E.  Shaw  listed  as  acting  “for 
Williams  and  Co.”  and  as  “.survivor  of  Williams  and  Co.,”  leading 
one  to  su.spect  that  Shaw’  bought  out  T.  S.  Williams  and  Co.  at 
Timothy’s  death.  The  same  list  reveals  J.  E.  Shaw,  H.  W.  Sage,  and 
J.  B.  Williams  acting  as  a  group  against  a  creditor.  In  1852,  J.  B. 
Williams  and  Shaw’  are  revealed  as  joint  owners  of  real  estate.*^ 

All  the.se  men.  Sage,  Robinson,  Shaw,  C.  P.  Williams,  even  J.  B. 
and  Manwell  Williams,  seem  to  have  drawm  their  initial  re.sourc6s 
from  T.  S.  Williams  and  to  have  retained  an  intimate  tie  with  his 
(‘nterpri.s(‘s  through  the  ’forties.  Xev'ertheless,  we  have  seen  that  the 
pattern  which  emerged  in  the  ’forties  involved  the  independence  of 
each  of  the  various  enterprises  in  w'hich  Timothy  had  had  a  hand. 
A  greater  .specialization  took  place  in  the  pursuits  of  the  individuals 
concerned.  By  1843  J.  B.  had  withdrawn  from  the  management  of 
the  original  transportation  and  merchandi.se  business  and  w’as  en¬ 
gaged  primarily  in  banking,  although  all  his  bu.sines.s  interests  retained 
a  catholic  vigor.  Eventually  C.  P.  was  to  devote  himself  to  banking 
in  Albany.  Sage  develoiied  the  mercantile  business  in  Ithaca,  moved 


Ibid.,  Memorandum,  February  1,  1842. 
-*  Selkreg,  op.  cit.,  p.  176. 

**  J.  B.  Williams  Collection,  1854. 

Ibid.,  October  18,  1852. 
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to  Xew  York  in  1857,  and  still  later  opened  an  additional  yard  in 
Albany,  all  the  while  placing  more  and  more  emphasis  on  the  lumber 
trade.  Having  an  interest  in  every  a.sp?ct  of  the  lumber  industry,  he 
was  to  become,  in  time,  one  of  the  great  lumber  barons.  With  the 
development  of  the  market,  the  growth  of  capital  resources,  and  the 
dev'elopment  of  organization  within  each  branch  of  commerce,  indus¬ 
try,  and  banking,  the  primary  busine.ss  pursuit  of  any  one  individual 
tended  to  be  less  diverse,  more  inteiwive  and  siiecializtHi.  Thus 
Timothy’s  function  seems  to  have  been  to  build  up  in  an  undeveloped 
area  many  and  V’aried  enterprises,  the  whole  stnicture  being  supix)rt- 
ed  in  the.se  early  years,  when  the  market  was  just  developing,  by 
rea.son  of  its  multiplicity  and  v'ariety  and  by  the  development  of  a 
pool  of  capital  at  Ithaca.  The  link  that  held  all  of  the.se  men  to¬ 
gether  in  the  ’forties  was  the  financial  underwriting  of  their  enter¬ 
prises  by  the  Willianuses.  While  in  the  early  ’thirties  the  Ithaca  firm 
had  drawn  upon  Albany  to  pay  for  lumber  and  wheat  purchases,  in  the 
’forties,  with  the  expansion  of  the  lumber  markets  in  All)any  and  New 
York,  with  the  chronic  financial  panics,  and  with  the  establishment 
of  the  Williams’  bank  at  Ithaca,  it  was  Albany  that  drew’  upon  Ithaca 
at  crucial  moments. 

Currency  and  Finance 

Shortrterm  partnerships,  multiple  partnerships,  and  venture  partner¬ 
ships  seem  to  have  provided  an  adequate  supply  of  capital;  witness 
the  readiness  with  which  canal  boats  were  purchassed,  stores  opened, 
and  w’arehou.se.s  and  mills  built.  But  the  available  stock  of  aiiual  coin 
w’as  always  very  low.  This  persistent  problem  of  obtaining  ready  cash 
is  the  third  most  obvious  characteristic  of  the  commercial  pattern  of 
the  Williams’  enterpri.ses.  It  helps  in  part  to  describe  the  organization 
that  developed,  the  branch  partnerships  and  the  affiliated  partner¬ 
ships.  Bills  of  exchange,  time  notes,  and  book  credit  were  pa.s.sed 
among  them  .so  as  to  maintain  a  regular  and  fluid  supply  of  working 
capital  in  lieu  of  cash.  The  pattern  of  multiple  enterprises  entered 
here,  too,  in  expanding  working  resources.  Thus,  when  Timothy 
delivered  a,  load  of  lumber  at  Albany,  he  accepted  in  return  not  only 
ca.sh  but  also  fi.sh  or  manufactured  giKxls  or  iron.  This  was  not  a  ca.se 
of  barter,  of  course.  .losiah  or  C.  P.  in  Albany  .sold  lumber  or  wheat 
for  bills  of  exchange,  some  of  which  were  rediscounted  at  the  bank  for 
notes  with  which  to  buy  a  return  cargo.  Bills  of  exchange  were  com¬ 
monly  used  as  were  le.ss  formal  time  notes.  The  accounts  of  Williams 
Brothers  record  notes  and  drafts  and  the  interest  on  these,  indicating 


84 


Bulletin  of  the  Business  Historical  Society 


that  they  often  retained  jx).s.s(*si<ion  of  the  notes  until  maturity,  thus 
taking  on  a  hanking  function  by  themselves  extending  credit.  The 
brothers  in  turn  Ixiught  supplies  by  giving  their  own  notes  for  them. 

A  letter  to  .losiah  from  one  of  his  customers  illustrates  the  general 
pattern 

...  if  you  will  hell  me  all  of  this  kind  of  shingle  above  stated  at  4  months  at 
18/ — and  take  my  Note  at  six  months  by  adding  2  months  Interest  on  the 
Note  which  leaves  it  at  4  months  .  .  .  [this  would]  enable  me  to  turn  myself 
about  us  I  have  to  trust  my  lumber  to  one  and  another  and  4  months  will  not 
quite  give  me  time  enough  or  as  much  as  I  should  wish. 

All  the  way  down  the  line  credit,  or  time  to  turn  produce  into 
inon(‘y,  had  to  lx*  extended.  Where  credit  was  desired  for  a  longer 
|M‘riod  than  usual,  interest  was  applied  to  the  note. 

Funds  to  purchasi*  lumlxT  and  wheat  had  in  the  early  y(‘ars  to  be 
drawn  from  Albany  where  they  were  .sold.  Thus  Timothy  wrote  his 
brother  from  Ithaca,  “We  have  drawn  on  you  at  Sundry  times  at 
Short  Sight.  ...  we  shall  try  and  get  along  without  drawing  for  any 
more  at  pre.sent  unless  we  draw  at  90  days — we  are  pretty  dry  for 
funds  and  shall  have  to  raise  Some  for  tolls — Tolls  and  charges 
and  to  a  large  extent  the  lumber  and  wheat  of  the  surrounding 
country  had  to  lx?  paid  for  in  cash.  There  are  bundles  of  receipts  in 
the  Williams’  papers  made  out  like  the  following:  “Rec’d  of  T.  S. 
Williams  eighteen  dollars  for  which  I  have  delivered  to  the  Rail  Road 
in  Candor  Eighteen  bunches  of  Shingles  to  lx*  sent  by  the  Cars  to 
Ithaca — ^John  A.  Chui.s(*y’’  and  “Rec’d  Oct.  2d  1843  of  T.  S.  Williams 
One  hundred  Dollars  on  my  crop  of  wheat  which  I  am. to  deliver  by 
Thursday  of  next  wi'ek  at  Mr.  Durands  Store  house — J.  C.  Hull.’’^® 
Timothy  Ixiught  his  raw  produce  directly  from  the  farmer  as  well  as 
through  an  agent  like  Robinson. 

Not  in  all  cas(\s  was  he  obliged  to  pay  cash.  Where  there  was  a 
large  sum  involved,  Timothy  might  offer  to  pay  when  the  money  was 
realiasl  by  sale  in  Albany,  the  purchase  price  drawing  interest  in  the 
meantime.^*  iiu‘  ix)int  again  was  to  obtain  time  or  credit  in  the  face 
of  the  shortagf'  of  cash. 

**  Ibid.,  Isaac  W«H)Uev  to  J.  B.  Williams,  September  19,  1832. 

Ibid  ,  T.  S.  Williams  to  .1.  B.  Williams,  June  18,  1832. 

Ibid.,  1843. 

Ibid.,  “Kec’dofT.  S.  Williams  Plight- Hundred  Dollars  in  advance  on  Pot¬ 
ashes,  now  in  Store  at  Albany  with  C.  P.  Williams  &  Co.  Said  money  to  be  on 
interest  until  realizetl  from  Sales  of  Said  Ashes — Justus  Slater,”  November  8. 1843. 
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With  business  done  so  largely  by  the  acceptance  of  notes  for  future 
payment,  the  reputation  of  the  firm  was  of  decidcnl  importance.  With 
no  Dun  and  Bradstreet  it  was  possible  to  determine  the  reliability  of 
an  individual  or  a  company  only  by  “asking  around.”  Thus  C.  P. 
reported  to  Ithaca,  “I  have  from  a  source  in  which  I  should  place 
confidence  that  Weeds  and  Thurman  are  responsible  men — that  We€*ds 
is  one  of  the  principal  capitalists  in  Troy.  They  are  doing  a  wholesale 
grocery  business  in  connection  with  Lumlx'r.”^^ 

While  the  shortage  of  currency  was  a  chronic  condition,  it  grew 
more  and  more  inten.se  in  the  years  after  the  Panic  of  1837.  A ‘parti¬ 
cularly  severe  period  was  September,  October,  and  November  of  1839. 
In  June  of  that  year  C.  P.  was  optimistic  about  the  prospects  for  the 
season:  “I  have  now  paper  and  accounts  which  in  all  probability  will 
be  promptly  met  about  $13,500 — mo.stly  due  before  bst  Aug.  Lumber 
sells  about  as  fast  as  I  can  get  it.”**  But  by  August  21  business  had 
taken  a  decided  turn  for  the  worse.  The  .sales  of  lumber  decn*ased  so 
that  C.  P.  complained  that  he  had  no  paper  which  he  could  discount 
to  pay  his  own  outstanding  notes.*^  A  month  later  .sales  had  fallen  off 
still  more.  As  C.  P.  described  the  situation:  “Nobody  wants  lumber 
and  everybody  wants  money.”**  He  advised  that  Sage,  Shaw,  and 
Robinson  concentrate  as  far  as  po.ssible  on  operating  their  canal  boats 
for  others'  shipping,  while  they  themselves  ought  not  to  purchase 
lumber.  In  October,  C.  P.  explained  “I  cant  turn  anything  into 
money — if  I  do  it  is  at  a  ruinous  rate — .”*®  And  a  few  days  later,  C. 
P.  had  come  to  the  end  of  his  patience.  “To  look  at  things  cooly  with¬ 
out  being  excited  by  them  it  looks  as  though  we  were  going  to  ruin.”*^ 
The  banks  were  refu.sing  to  accept  even  New  England  bank  notes 
except  at  a  discount  of  some  2  to  3  per  cent.  Since  1837  there  had 
been  a  general  .sense  of  insecurity  with  regard  to  the  value  of  the  cur¬ 
rency  of  the  country.  It** 

consisted  of  a  small  amount  of  gold  and  silver;  a  large  amount  of  state 
chartered  bank  notes,  convertible;  a  far  larger  amount  of  bank  notes  incon¬ 
vertible;  notes  of  private  non-specie  paying  banks;  unauthorized  notes  of 


Ibid.,  C.  P.  Williams  to  Williams  Brothers,  May  7, 1839. 

**  Ibid.,  C.  P.  Williams  to  Williams  Brothers,  June  1, 1839. 

**  Ibid.,  C.  P.  Williams  to  Williams  Brothers,  August  21, 1839. 

Ibid.,  C.  P.  Williams  to  Williams  Brothers,  September  26, 1839. 

Ibid.,  C.  P.  Williams  to  Williams  Brothers,  October  16, 1839. 

Ibid.,  C.  P.  Williams  to  Williams  Brothers,  October  24,  1839. 

O.  C.  I.ightner,  The  History  of  Business  Depressions  (New  York,  1922),  p.  137. 
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(’ompanien  .  .  .  and  a  conglomeration  of  post  notes,  deposit  notes,  cheeks, 
states  scrip  and  bills  of  exchange;  all  circulated  for  money. 

(>)nsciousiies.s  of  the  degrees  of  reliability  of  these  forms  of  money 
s(‘ems  to  have  iH^rsistiKl  through  the  next  decade,  and  sensitivity  to 
that  reliability  wrought  havoc  with  the  business  community.  Thus 
while  the  banks  at  this  time  would  accept  Connecticut  money  at  a 
2  p<‘r  cent  discount,  Rhode  Island  money  bore  a  discount  of  from  8  to 
12  p(*r  cent  and  western  banks’  money  would  not  be  accepted  at  all, 
the  f(‘W  exceptions  b<*aring  a  5  piT  cimt  discount.*®  Therefore,  when 
C.  P.  tried  to  look  at  the  situation  cooly  and  without  excitement  he 
saw  only  “ruin”  ahead. 

C.  P.  was  inclined  to  undue  pe.s.simism,  however,  for  with  all  his 
prote.sts  of  ruin  he  added  in  this  very  letter:  “I  am  really  afraid  to 
extend  our  busine.ss;  it  is  probable,  however,  that  I  shall  be  able  to 
turn  more  g<M)d  shingles  into  money  previous  to  (io.se  of  navigation 
....  And  by  Xov(*mb<‘r  14  the  worst  eff(‘cts  of  the  panic  in  the 
mon(*y  market  .seimi  to  have  been  ended  and  lumber  w'as  again  selling 
well.^*  In  summing  up  his  financial  status  C.  P.  announced,  “I  think 
all  accounts  I  have  standing  out  and  all  notes  I  hold  will  be  paid — 
|K*rhaps  not  all  at  maturity— but  I  see  no  prospect  ...  of  losing  a 
dollar  by  any  bad  debts.  .  .  The  flurry  was  over  for  the  moment, 
but  all  during  this  period  money  was  at  a  premium.  For  example,  the 
inventory  of  Williams  and  Co.  in  1843  reveal(*d  that  it  had  on  hand 
some  $17,539.84  worth  of  merchandise  and  lumber,  $31,957.25  in 
not(*.s,  but  only  $278.47  in  cash.^*  Given  this  kind  of  situation,  should 
rumor  or  fact  suggi'st  the  unreliability  of  the  circulating  media  or 
som(‘  part  of  it,  ordinary  bu.siness  was  ignored  while  men  tried  to 
convert  their  a.s.set.s  into  .specie  or  whatever  else  was  at  that  point 
accept(‘d  as  sound  mon(*y. 

The  freijuency  with  which  these  panics  occurred  and  their  short- 
liv(‘d  natur(‘  would  indicate  both  a  ba.sic  instability  in  the  monetary 
system  and  an  even  more  ba.sic  and  persistent  development  and  ex¬ 
pansion  of  th(>  natural  resource's  of  the  ar(‘a.  In  1842,  C.  P.  Williams 

J.  B.  Williams  Collection,  C.  P.  Williams  to  Williams  Brothers,  October  24’ 
1839. 

Idem. 

Ibid.,  C.  P.  W’illiams  to  W’illiams  Brothers,  November  14,  1839. 

Ibid.,  C.  P.  W’illiams  to  W^illiams  Brothers,  November  22, 1839. 

Ibid.,  Inventory,  1843. 
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was  a^ain  fooling  tho  offoot  of  panic  conditions.  The  situation  at  this 
time  was  far  more  serious  and  far  more  general.  Judging  from  the 
figures  compiled  by  D,  R.  Dewey  the  significant  effects  of  the  Panic 
of  1837  were  not  felt  until  1842.  In  the  five  years  from  1837  to  1842 
circulation  was  curtailed  from  $149,000,000  to  $83,000,000.'*“* 

The  effect  on  the  Albany  branch  was  ])articularly  disconcerting. 
Produce  piled  up  in  Albany  with  no  possibility  of  sale.  C.  P.  explained 
that  it  was  utterly  improfitable  to  raise  money  enough  out  of  it  to  pay 
one  tenth  of  the  digs.”  He  described  his  difficulties  as  follows:"** 

I  have  received  within  a  week  2341  Bu(nehesl  shingles  and  have  more  on 
the  way.  All  I  have  sold  is  some  200  Bu.  ...  I  have  had  crowded  in  upon  me 
840,000  ft  Lumber  in  addition  to  la.st  years  stock  and  have  not  sold  a  atiek  in 
the  last  two  weeks. 

I  have  .  .  .  been  warning  our  country'  customers  of  the  danger,  and  they 
.  .  .  have  thought  I  wanted  to  scare  them  and  have  kept  on — The  only  way 
of  making  them  believe  it  is  to  refuse  to  accept  their  drafts.  .  .  . 

The  country  producer  then  was  anxious  to  get  his  products  into  the 
hands  of  the  merchant  so  that  he  might  draw  upon  him  for  money. 
Yet  the  merchant  could  not  sell  because  no  one  was  \%illing  to  give 
money  for  produce.  Money,  or  the  sound  forms  of  it,  had  become 
valuable  in  itself. 

By  October  and  November,  1842,  C.  P.  Williams  and  his  partner  H. 
W.  Sage  were  in  serious  trouble.  They  had  bought  far  more  than  they 
could  sell.  At  the  close  of  navigation  they  had  to  retain  for  the  fol¬ 
lowing  year,  “1,500,000  feet  Lumber  and  4  to  5.000  Bu  .shingles.”^® 
Moreover  they  had  lost  .some  “$20,000  in  bad  debts  and  losses  on 
property.”*^  What  saved  them  undoubtedly  was  their  affiliation 
with  Williams  and  Co.  at  Ithaca. 

Williams  and  Co.  itself  had  felt  the  effects  of  the  tight  currency 
situation.  The  shortage  of  small  coins,  particularly,  must  have  been 
severe.  In  1841,  Williams  and  Co.  was  making  out  notes  which  en¬ 
titled  the  bearer  to  a  certain  amount  of  money  “in  goods  at  Retail” 
or  to  Gallon  lamp  oil.”^*  The  sums  involved  were  small,  61  cents 


D.  R.  Dewey,  Financial  Hittory  of  thr.  United  States  (New  York,  1903),  p.  233. 
Williams  Collection,  C.  P.  Williams  to  Williams  Brothers,  May  7, 1842. 

Ibid.,  C.  P.  Williams  to  Williams  Brothers,  November  12, 1842. 

Idem. 

Williams  Collection,  passim,  1841. 
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or  S1.()0  or  50  cents.  It  was  a  somewhat  .sophisticated  barter  trans¬ 
action.  The  ix'arer  notes  were  made  out  to  “Messrs  Culver  Halsey  & 
(>).”  with  whom  Williams  and  Co.  had  an  account.  Thus  all  the  50- 
cent  and  $1.00  transactions  would  be  added  to  that  account  which  did 
not  have  to  lx*  paid  immediately  and  might  eventually  be  paid  by 
note  or  draft,  thus  extending  credit  and  reducing  the  transactions  in 
curr(‘ncy.  One  of  the.se  notes  suggests  an  interesting  point.  As  late  as 
1841,  evidently,  the  Xew  York  merchant  .still  dealt  at  times  in  terms 
of  shillings.^® 

h^arly  in  1842,  Williams  and  Co.  was  hearing  from  its  Xew  York 
agents  that  “money  has  become  So  extremely  Scarce  that  it  has  been 
almost  impo.ssible  to  sell  produce  and  when  sold  to  good  men  extreme¬ 
ly  difficult  to  collect  .  .  .  And  there  is  again  a  .suggestion  of  the 
need  to  resort  to  barter:  “We  have  not  been  able  to  find  a  market  for 
your  Binders  Boards. . . .  They  [bookmakers]  will  not  buy  them  unless 
we  will  take  Books  in  pay.”*^  Yet  Williams  and  Co.  was  able  to  ride 
out  the  panic  years  succe.ssfully  and  to  aid  C.  P.  and  Sage.  Un¬ 
doubtedly  this  was  true  lx*cause  of  the  superior  re.sources  of  Williams 
and  Co.  One  unu.sual  factor  was  the  control  of  the  Merchants  and 
Farmers  Bank  by  the  Williams  brothers. 

H.  W.  Sage  and  Co.’s  ajssets  as  of  February  1 , 1843,  were  $26,239.27, 
including  book  accounts,  notes,  judgments,  lumber,  shingles,  salt, 
fi.xtures,  Ixiats,  and  horses.  Again.st  this  .stood  liabilities  amounting 
to  $19,447.49,  leaving  the  net  worth  at  $6,791.78.  Sage’s  partner,  C.  P. 
Williams  and  Co.,  had  as-sets  to  the  amount  of  $16,760.50  and  lia¬ 
bilities  to  the  amount  of  $14,602.64.  The  net  worth  here  was  only 

$2,157.86.52 

It  is  imiK)s.sible,  on  the  ba.sis  of  the  available  information,  to  deter¬ 
mine  the  a.s.sets  of  Williams  and  Co.  in  this  year.  The  Williams’  books 
which  are  available  make  no  attempt  to  strike  a  balance.  There  are 
notations  of  individual  accounts;  .some  list  receipts  in  chronological 
order.  But  for  most  of  the  |x*riod  there  is  little  to  go  on  but  the  knowl¬ 
edge  that  the  Williams  brothers  were  continually  expanding  their 
interests  and  continually  investing  in  new  enterprises.  The  fact  that 
C.  P.  and  Sag(*  did  make  an  accounting  in  1843  may  indicate  the 


Ibul.,  December  23  1841. 

•'‘®  Ibid.,  John  Johnson’s  Son  to  Williams  and  Co.,  January  28, 1842. 
**  Idem. 

Ibid.,  February’  1843. 
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serious  state  of  their  affairs.  It  may,  however,  merely  have  been 
preparatory  to  the  reorganization  in  1843.  Certainly  that  n*organiza- 
tion  seems  to  liave  meant  a  moderate  success  to  the  three  branches. 

According  to  one  estimate  made  in  1848  each  of  the  three  concerns 
should  have  netted  some  $8,111.33®*  for  the  business  done  at  the 
Inlet  in  1843  and  1844.  This  estimate  demonstrates  again  the  persi.s- 
tent  link  that  financial  underwriting  provided  among  these  organiza¬ 
tions.  Two  years  later  and  two  reoi^anizations  later  the  profits  had 
not  been  distributed  but  were  still  invested  in  the  expanding  business. 
When  in  1848  T.  S.  Williams  determined  to  withdraw  as  a  partner, 
his  capital  remained  with  Sage  and  C.  P.  Williams  on  interc*8t,  invest¬ 
ed  in  their  activities.  In  all  the  financial  turmoil,  the  Williams’ 
stability  maintained  the  mercantile  and  industrial  firms  dependent 
upon  it  so  that  all  the  members  of  all  the  firms  retained  their  respect¬ 
ability  and  eventually  gained  a  competency. 

An  inventory  of  Williams  Brothers  assets  drawn  up  in  April,  1849, 
indicated  that  Williams  and  Co.  was  valued  at  $18,946.49.®^  To 
this  must  be  added  interests  in  the  Ithaca  cotton  mills,  in  railroad 
stock,  in  the  Merchants  and  Farmers  Bank,  in  real  estate  and  “in 
vt’hpat  purchases  at  Milwaukee  and  Pork  at  Chicago,”  the  whole 
amounting  to  $93,346.30.®*  The  change  in  empha.sis  in  the  Williams 
brothers’  enterprises  is  clearly  indicated  by  this  inventory.  The 
largest  single  item,  $40,000,  represented  bank  capital.  Less  than 
$35,000  w’as  invested  in  mercantile  ventures.  The  remainder  repre¬ 
sented  railroad  stock,  real  estate,  and  mill  profits.  What  had  begun 
as  a  mercantile  venture  in  1825,  had  by  1849  expanded  to  a  con¬ 
siderable  degree  into  finance  and  industry.  Mercantile  interests  w'ere 
not  dismissed,  however,  and  the  profits  of  all  these  varied  enterprises 
were  to  aid,  by  continuous  investment  in  them,  the  expansion  of 
mercantile  firms  like  those  of  J.  E.  Shaw,  C.  P.  Williams  and  Co.,  and 
H.  W.  Sage  and  Co. 

The  Conduct  of  Business 

In  the  conduct  of  busine.ss  there  were  persistent  problems  other 
than  those  involved  with  the  currency  situation.  Most  of  these  re¬ 
sulted  from  the  distance  from  markets  and  the  peculiar  attributes  of 


»»  Ibid.,  AprU  13,  1848. 

Ibid.,  April  1,  1849. 
**  Idem. 
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canal  transixirtation.  At  times,  for  instance,  business  came  to  a  com¬ 
plete  standstill  at  Albany  because  of  a  break  in  the  canal. Further¬ 
more,  Ix'fore  1850  there  were  few  organized  systems  of  lumber  yards 
to  handle  the  cargoes  brought  to  Albany.®^  Consequently  lumber 
was  either  sold  from  the  boats  directly**  or  piled  up  on  the  piers  at 
Albany  or  New  York.  The  piers  were  not  adequately  built,  and 
trouble  re.sulted  when  they  and  the  lumlxT  were  flooded  with  water. 
In  1832,  the  man  left  in  charge  of  the  Albany  office  when  navigation 
closed  for  the  winter  wrote  to  Ithaca  that  “We  did  expect  trouble 
from  the  See  [sic]  but  I  think  we  are  out  of  danger  [.]  it  Broke  up  at 
Troy  and  Ixxlged  alxiut  a  mile  above  Bath  [.]  the  water  was  at  the  top 
of  the  pier  [.j”*®  Ix*aky  Ixiats  and  open  boats  re.sulted  in  damage  to 
g(X)ds  and,  when  bu.sine.ss  was  go<xi,  the  niimlxT  of  Ixiats  in  the  canal 
delayed  transportation. 

.\gain  the  length  of  the  traiLsportation  lihe  and  the  poor  quality  of 
communications  meant  that  there  was  danger  always  of  either  under- 
or  overstocking  the  markets  drastically.  In  line  with  this,  one  of  the 
Williams’  agents  in  New  York  urgetl  that  “Butter  sells  steadily  owing 
to  the  small  quantity  arriving  [.]  if  yoli  have  ary  butter  on  hand  you 
intend  for  this  market  loose  [stc]  no  time  in  foi-warding  it.”*®  Poor 
communications  resulted  also  in  disappointments  at  Ithaca:  “The 
Mariah  has  just  arrived  without  a  Brl  of  fish  or  anything  else,  w  hereby 
we  w  ere  much  di.sappointed — we  had  borrowed  Some  fish  to  get  along 
and  exjx'cted  to  get  them  to  repay.”®^ 

The  o|x>ning  of  the  canal  dictated  the  opening  of  commerce.  From 
March  through  the  end  of  November  the  canal  was  navigable  and 
trade  was  carried  on.  During  the  winter  months  the  Albany  office 
(*arned  somewhat  by  its  storage  facilities.  But  by  July  the  “Storage 
busine.ss  is  alxiut  over  with  till  fall.”**  The  dealers  came  up  from 
New’  York  to  the  Albany  market  in  the  .spring.  Market  prices  were 
variable  and  it  seems  to  have  been  difficult  to  be  able  to  determine 

*•  Ibid.,  C.  P.  Williams  to  J.  B.  Williams,  May  9,  1839. 

Defebaugh,  History  of  the  Lvmber  Industry  of  America  (Chicago,  1907),  vol. 
ii,  p.  326. 

**  J.  B.  Williams  Collection,  Receipt  of  S.  Besteder  to  T.  S.  W’^illiams,  September 
15,  1842. 

Ibid.,  Henry  Salsbury  to  J.  B.  Williams,  January  24, 1832. 

Ibid.,  Abbey  and  Freeman  to  W^illiams  and  Co.,  September  14, 1842. 

Ibid.,  T.  S.  Williams  to  J.  B.  Williams,  July  16, 1832. 

Ibid.,  July  20,  1832. 
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prices  or  price  trends,  especially  early  in  the  season.  Thus  C.  P.  wrote 
to  Ithaca:  “The  market  will  not  be  sustained  as  high  as  the  sale  you 
made  to  him.  Our  dealers  [i.e.,  in  Albany]  are  selling  considerably 
less  $13  to  $13J4  for  about  the  same  quality.”*^  The  lack  of  adequate 
communications  facilities  meant  that  market  conditions  were  the 
constant  interest  of  lumber  producers  at  any  distance  from  the  mar¬ 
ket,  and  the  Williams  brothers  were  asked  to  quote  not  only  their  own 
but  their  neighbors’  prices.®* 

The  variability  from  one  city  market  to  the  next  was  remarked 
often.  One  of  the  factors  determining  which  was  the  best  market  to 
sell  in  was  that  of  inspection  practices.  One  firm  wrote  Josiah,  “from 
what  little  we  know  about  the  difference  of  inspection  between  the  N. 
York  &  Albany  Markets  judging  from  our  sales  this  year  in  the  two 
markets  we  shall  probably  send  you  all  our  lumber  next  season  to 
sell . . . .  ”®*  Lumber  was  divided  into  approximately  four  categories, 
select,  good,  common,  and  culls,  each,  of  course,  bringing  a  different 
price.  The  insjiectors,  hired  by  the  lumber  merchants,  soon  acquired 
a  reputation  for  thoroughness  or  leniency.  Josiah  was  told,  “.  .  . 
there  is  one  of  your  Albany  inspectors  that  we  shall  object  to  your 
employing  to  inspect  any  lumber  that  we  Send  you  ....  we  never 
want  him  to  lay  his  rule  acrop  a  board  of  ours.’’®®  Lumber  was  not 
only  inspected  but  also  branded  with  the  special  mark  of  the  owner. 
Apparently  certain  brands  were  more  highly  valued  than  others,  the 
Williams’  among  those.  Thus  Timothy  wrote  that,  “Smith  seems  to 
have  an  idea  that  he  cannot  get  along  without  our  Branded  Shingles 
&  is  willing  to  give  us  our  price  at  Albany.  .  .  .  ’’®^ 

Businessmen  and  City  Fathers 

Despite  all  the  difficulties  inherent  in  the  business  conditions  of 
their  day,  the  Williams  brothers  made  an  undeniable  succe.ss.  They 
w’ere  the  prototype  of  the  capitalists  of  their  era.  All  the  optimistic 
cliches  of  the  nineteenth  century  apply  to  them.  Theirs  was  the  rags- 
to-riches  story,  the  fulfillment  of  the  Idea  of  Progress.  And  when  they 


«3  Ibid.,  March  27,  1839. 

Ibid.,  (?)  to  J.  B.  Williams,  October  6,  1842. 

Ibid.,  M.  Sturas  and  Co.  to  J.  B.  Williams,  October  26, 1835. 
•*  Ibid.,  M.  Stums  and  Co.  to  J.  B.  Williams,  October  17, 1835. 
Ibid.,  T.  S.  Williams  to  J.  B.  Williams,  July  7,  1832. 
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made  their  fortunes,  their  social  consciousness  tended  in  the  direction 
of  Carnc'Kic’s  Gospel. 

Undoubt<‘dly  basic  to  their  success  was  the  fact  that  they  under¬ 
took  new  and  needed  projects.  Yet  all  of  their  contemporaries  who 
migrat(*d  with  them  to  take  advantage  of  the  rich  country  opened  up 
by  the  PMe  Canal  were  not  equally  successful.  The  reasons  for  the 
Williams’  success  are  interesting  to  pursue.  One  must  have  been  the 
character  of  the  men,  the  way  in  which  they  conducted  themselves 
and  their  business  intere.sts.  It  was  characteristic  of  all  the  brothers 
to  proceed  very  cautiously.  C.  P.  continually  urged  moderation  on 
his  nephew,  Sage.  Again  they  were  men  who  took  very  seriously  Ben 
Franklin’s  advice  with  regard  to  taking  care  of  the  pennies.  A  great 
volume  of  their  business  was  done  in  small  sums  and  minor  charges; 
they  became  penny-wise.  When  Sage  came  to  work  for  them,  he 
wrote  Irom  New’  York  inquiring  as  to  the  advisability  of  pursuing  a 
transaction  which  would  require  the  outlay  of  $5.00.  Yet  this 
caution  did  not  keep  the  brothers  from  expanding  shrewdly  and  stead¬ 
ily.  They  learned  very  quickly.  Timothy,  the  school  teacher,  who 
wrote,  “don’t  mention  to  anyone  what  the  flour  is  sold  at — [$7.50] — 
if  others  get  $8  they  will  laugh  at  me,”®*  nevertheless  built  up  a  sub¬ 
stantial  business,  was  president  of  the  village  of  Ithaca  in  1844,  1845, 
and  1846,  and  State  Senator  in  1848  and  1849.  His  dignity  was  w’ell 
assured.  His  provinciality — in  1832  he  found  New’  York  “dull 
music”®®  and  15  years  later  he  was  anxious  to  call  off  a  business  trip  to 
Detroit  because  he  was  homesick^® — did  not  keep  him  from  inte¬ 
grating  canal  lines,  .sawmills,  bank  directories,  and  retail  stores. 

Josiah  was  the  most  ambitious  of  the  brothers.  He  determined 
early  to  gain  a  full  partnership  in  Timothy’s  business  to  protect  him¬ 
self  in  ca.se  of  his  brother’s  death.  He  wrote  Manwell 

My  object  is  to  manage  so  as  to  have  yours  and  my  share  safe  [.1  it  is  now 
situated  so  that  in  case  of  his  death  we  should  have  to  take  up  w’ith  common 
wages  for  our  services  and  the  ballence  [stc]  would  go  to  his  heirs.  ...  I  feel 
rather  afraid  .  .  .  [that]  if  Sage  &  Russel  have  got  any  way  that  they  can 
make  out  a  partnership  .  .  .  they  would  shove  us  out  of  our  rights.  .  .  . 


Ibid.,  T.  S.  Williams  to  J.  B.  Williams,  undated. 

Ibid.,  Deceml)er  5,  1832. 

“**  Ibid.,  T.  S.  W'illiams  to  J.  B.  Williams,  July  29,  1847. 

■*  Ibid.,  J.  B.  Williams  to  M.  Williams,  undated  but  approximately  1830. 


Bulletin  of  the  Business  Historical  Society 


93 


The  language  is  perfectly  clear  and  the  sentiment  within  understand¬ 
ing.  Just  as  Timothy  feared  the  laughter,  so  Josiah  feared  the  con¬ 
flicting  ambitions  of  competitors.  In  this  region  of  opportunities  a 
man  had  to  protect  his  title  to  exploit  them.  Josiah  studied  both  law 
and  banking  in  order  to  prepare  himself  better  for  his  work.  His 
political  career  w’as  more  extensive  than  that  of  his  brother. 

And  in  their  political  careers  as  in  their  business  careers,  both  men 
promoted  what  were  in  that  era  compatible  principles:  their  own 
economic  welfare  and  the  development  of  the  community.  In  1836 
Josiah  w'rote  from  Albany:^* 

Since  T.  S  left  I  have  been  at  work  at  the  Senate  and  we  have  passed  the 
Sodus  Canal  Bill.  .  .  .  This  for  Ithaca  is  a  project  worth  all  the  rest  put  to¬ 
gether  and  will  no  doubt  make  a  difference  in  the  value  of  real  estate  of  100 
prct  in  a  short  time — it  will  afford  a  very  great  opportunity  for  speculation  in 
real  estate  at  Sodus  Bay  and  at  Montezuma  or  the  place  where  it  intersects 
the  Erie  Canal  and  w'ould  time  and  funds  admit  I  should  like  to  look  into  it _ 

The  Sodus  Canal  was  undoubtedly  valuable  to  the  whole  community. 
Speculation  in  real  estate  would  prove  valuable  to  the  Williamses. 
Perhaps  at  no  other  time  could  private  and  community  interests  be 
so  well  identified. 

Their  community  feeling  could  also  be  completely  divorced  from 
their  business  interests  and  was  so  very  often.  One  of  Josiah’s  pet 
organizations  was  the  “Waterman’s  Association,”  which  he  helped  to 
organize  in  1839.^^  Its  purpose  was  the  establishment  and  mainte¬ 
nance  of  a  reading  room  and  library  for  the  boatmen  of  Ithaca.  The 
Williams  brothers  donated  a  house  for  Reading  and  Lecture  Rooms 
and  among  the  subscribers  were  all  of  the  Williams’  connections,  in¬ 
cluding  Sage,  Shaw,  and  Robinson,  and  Ezra  Cornell.  The  brothers 
also  ran  a  Sunday  School  for  the  children  of  the  boatmen.^*  Their 
concern  in  these  directions  is  reminiscent  of  Carnegie’s  libraries.  The 
attempt  was  to  provide  “moral,  scientific  and  useful  knowledge,”^* 
the  tools  which  the  capable  might  use  to  make  their  own  way. 

Success  then  was  aided  by  a  caution  that  was  not  allowed  to  stand 
in  the  way  of  expansion.  It  came  through  exercising  the  wisdom  of 


Ibid.,  J.  B.  Williams  to  Williams  Brothers,  April  23, 1836. 
73  Ibid.,'  March  18.  1839. 

7<  Poole,  op.  cit.,  p.  4. 

7*  J  B.  Williams  Collection,  March  18,  1839 
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caution  and  expansion  in  a  rich  new  area  and  through  the  identifica¬ 
tion  of  the  interests  of  the  business  with  those  of  the  community. 
Yet  there  was  undoubtedly  more  to  it  than  that.  There  is  some  evi¬ 
dence  that  the  Williamses  were  concerned  with  the  entrepreneur’s 
function  as  an  innovator  or  utilizer  of  innovations.  Josiah  concerned 
himself  with  canal  construction  and  the  designing  of  canal  boats  with 
the  construction  of  railroads,  and,  like  Ezra  Cornell,  with  the  con¬ 
struction  of  telegraph  lines.  He  w  as  also  the  posses.sor  of  patents  for 
a  sawmill,  a  sawmill  dog  and  an  improvement  for  a  sawmill  dog.^® 

In  1849,  when  Timothy  Shaler  Williams  died,  Williams  Brothers 
could  no  longer  lx*  considered  primarily  a  mercantile  concern.  T.  S 
Williams  and  Co.  passed  into  the  hands  of  Shaw’  although  J.  B.  Wil¬ 
liams  seems  to  have  retained  an  investor’s  interest.  What  Mr.  Gras 
speaks  of  as  the  “chronic  tendency  of  mercantile  families  to  dry 
up”^^  was  occurring  in  the  Williams’  organization.  Since  it  had  been 
a  successful  working  unit,  the  funds  initially  derived  from  it  w'ere 
directed  into  new’  and  more  specialized  channels  like  banking  and  the 
intensive  exploitation  of  the  lumber  industry.  The  original  organiza¬ 
tion  had  performed  a  valuable  service  in  the  development  of  the  area. 

Anita  Shafer 

Cornell  University 

Ibid.,  Folder  No.  193C. 

N.  S.  B.  Gras,  Businets  and  CapiUdism  (New  York,  1946);  p.  162. 


AN  EIGHTEENTH -CENTURY 
GERMAN  GUIDE  FOR  INVESTORS 


The  Kress  Room  of  Baker  Library  recently  acquired  the  I^tin  and 
German  editions  of  a  book  which  must  be  considered  one  of  the  first, 
if  not  the  first,  guide  for  investors  published  in  Germany.  According 
to  the  custom  of  the  times,  the  titles  are  cumbersome  indeed.  The 
earlier  I.Atin  edition’s  title  reads:  Commentatio  juris  praesertim  Ger- 
manici  tam  consonarUis  quam  dissonantis  de  pecunia  mutueUicia  tuto 
coUocanda.  An  wen,  wie,  und  wo  die  Capitalien  am  sichersten  aus- 
zulehnen  (Goettingae,  1761);  while  the  German  edition  is  entitled  Der 
Kluge  Capitalist,  oder  politisch  redlicher  Unterricht,  wie  GelHer  am 
sichersten  zu  henutzen  und  anzulegen  (Numberg,  J766;  2d  ed.,  1786).' 

The  author  of  this  paper,  aware  of  their  existence,  tried  repeatedly, 
after  the  end  of  the  recent  war,  to  locate  the  books.  When,  with  the 
help  of  German  friends,  he  had  just  succeeded  in  tracking  down  a 
copy  of  the  Latin  edition  in  the  famous  old  Herzog  August  Bibliothek 
in  Wolfenbiittel,  another  copy  of  this  edition  came  into  the  possession 
of  Baker  Library  through  the  acquisition  of  the  Wallich  collection.  So 
far  the  German  edition  has  not  been  discovered  by  the  author  any¬ 
where  in  Germany,  although  it  is  certain  to  exist;  but,  since  the 
collapse,  library  conditions  are  still  rather  confused  over  there.  How¬ 
ever,  a  short  time  ago  the  author  discovered  the  item  in  a  secondhand 
bookdealer’s  catalog  and  it  was  secured. 


I 


The  first  question  which  poses  itself  is:  Who  wrote  the  guide?  Its 
author  was  Johann  Friedrich  Kobe  (1737-1771).^  Kobe  was  bom  in 

^  Translated  into  English,  the  Latin  and  German  titles  read,  respectively: 
“Juridical  Comment  on  the  Similarities  and  Dissimilarities  of  the  Present  German 
Law  on  Capital  Investment.  To  Whom,  How,  and  Where  to  Invest  Capital 
Safely”;  and,  “The  Clever  Capitalist  or  PoliticaUy  Equitable  Information  on 
How  to  Use  and  Invest  Funds  in  the  Most  Secure  Way.” 

*  The  biographical  data  which  follow  were  taken  from  Jdcher’s  AUgemeines 
GelehrtenrLexikcn,  Fortsetzung,  vol.  iii  (Delmenhorst,  1810),  col.  586.  I  owe  this 
reference  to  Dr.  Fritz  Meyen,  Librarian,  Braunschweig  Institute  of  Technology, 
Braunschweig,  Germany,  whose  assistance  has  been  appreciated. 
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Coburg,  a  pleasant  little  town  in  Thuringia,  dominated  by  the  castle 
of  the  House  of  Coburg  which  at  prestuit,  under  the  name  of  Windsor, 
occupies  the  British  throne.  Young  Kobe  studied  at  Gottingen  where 
he  acquired  an  LL.D.  in  1760;  a  record  of  his  disputation  has  also 
found  its  way  into  the  Kress  Rcxim.®  In  1761  he  published  the  l.atin 
(‘dition  of  his  book,  previously  mentioned,  which  fifty  years  later  was 
still  considereil  an  important  one;  it  was  followiKi  by  a  number  of 
papers.  In  the  meantime  Kobe  had  b(‘come  a  judge,  adorned  with  the 
beautiful  I^atin  title  of  Comes  Caesareus  Palaiinus,  and  an  official  of 
the  tiny  Thuringian  principality  of  Hildburghau.sen.  In  short,  Kobe 
was  a  w'ell-trained  and  highly  e*ducated  jurist  with  an  interest  in 
history,  as  is  manifested  in  some  of  his  papers.  As  a  matter  of  fact,  his 
profession  determined  the  character  of  l^is  book. 

The  second  preliminary  question  which  must  be  asked  is:  Why  are 
there  two  editions  of^the  item  in  two  different  languages?  It  is  thus 
easily  answered:  Until  about  the  middle  of  the  eighteenth  century. 
p]uropean  scholars  wrote  mostly  in  I^atin.  By  that  time,  however, 
they  began  to  use  their  native  tongues  more  and  more,  until  in  the 
nineteenth  century  the  writing  of  scientific  books  in  I.<atin  disappeared 
altogether,  except  for  such  on  the  classical  languages  and  ancient 
history.  As  long  as  scholars  wrote  in  I.atin  it  w’as  a  special  problem 
how  to  make  available  to  a  wider  public  the  content  of  such  books  as 
had  a  broader  appeal.  And  this  was  the  case  with  Kobe’s  book.  It 
had  to  be  translated. 

At  this  point  a  third  question  arist‘s,  namely,  who  translated  the 
lKK)k,  or,  to  be  correct,  w'ho  paraphrased  it  in  German,  for,  according 
to  the  preface  of  the  German  edition,  it  was  so  paraphrasi‘d  in  order 
to  make  it  a  distinctly  popular  book.  Such  action  has  been  repeatedly 
suggest(‘d  to  the  author  after  the  appearance  of  the  I.atin  original  and 
th(‘  proposal  had  app(‘aled  to  him.  As  a  matter  of  fact,  the  preface  of 

®  Its  title  page  reads:  Ordinis  iuridici  prodecanus  Georgius  Henricua  Ayrer  D. 
nri  consuUissimi  loh.  Friderici  Kobii  Saxo-Coburgensis  mperiori  anno  merito  mo 
gradum  doctoris  adepti  solemnia  inauguralia  indicit.  Praemiaaa  commenleUione  de 
emerulatione  legali  ret  monetarUie  in  Germania  perturbatisaimae  (Goettingae,  1761). 
Kolje  defended  certain  theses  on  money  payments  in  a  period  of  inflation  as  it 
ravagetl  Germany  during  the  Seven  Years’  War.  He  dealt  with  the  same  subject 
again  in  Der  Kluge  Capitalist,  pp.  221  ff.  ‘This  was  an  urgent  problem  for  the 
time;  see  also  the  contemporary  item  by  Johann  Ludewig  Schmidt,  Ausfuhrliche 
Abhandelung  der  strittigen  Rechtsfrage:  In  was  fur  Mumaorten  ist  eine  Geldachuld 
abiutragen  .  .  .  (Jena,  1763). 
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the  German  version  is  signed  C.  Tr.,  these  letters  standing  for  Carl 
(Friedrich]  Troltsch.  The  latter,  bom  in  1729  in  Weissenburg  am 
Nordgau  (Franconia),  was  a  prolific  writer  and  translator  who  lived 
in  Erlangen  and  died  in  1807.* 


Let  us  now  look  at  the  content  of  Kobe’s  guide,  reser\ing  comments 
to  the  next  section  of  this  article. 

Kobe  began  by  pointing  out  that  the  jurist  was  a  competent  ad- 
\’iser  in  matters  of  capital  investment,  as  he  undoubtedly  was  in  the 
Germany  of  1760.  But,  according  to  the  custom  of  hLs  time  and  much 
to  the  amusement  of  the  modern  reader,  he  tried  to  prove  the  assertion 
by  quoting  an  ancient  author,  namely,  Cicero,  which  would  not  convince 
anybody  today. 

Three  investment  op|X)rtunities  were  known  to  Kobe;  trade,  land, 
and  money  lending,  the  first  of  w’hich  is  not  di.scus.sed  in  his  book. 
Of  the  remaining  two,  the  acquisition  of  land  appeared  the  .safer,  or 
rather  the  safe,  investment  of  capital  funds.  The  inve.stor  had  to 
expect  a  certain  amount  of  trouble  from  land  ownership,  how^ever,  and 
the  income  therefrom  was  small.  I^and  yielded  at  the  best  about  5  per 
cent  and  in  some  parts  of  Germany  less:  in  Franconia  and  Suevia,  for 
example,  2)/^  per  cent,  in  Bavaria,  3  per  cent.  Moreover,  a  good  many 
restrictions  were  imposed  on  land  ownership:  churches,  monasteries, 
hospitals,  orphanages,  etc.,  could  invest  in  land  only  with  special 
permission  in  each  case,  and  those  very  institutions  were  often  in  the 
possession  of  considerable  funds.  Finally,  in  many  ca.ses  men  of 
boui^eois  origin  w'ere  enjoined  from  investing  in  land  previously 
owned  by  members  of  the  nobility. 

Consequently,  hoarding  or  lending  on  interest  had  the  greatest 
importance.  The  advantage  of  hoarding  consisted  in  the  ready  avail¬ 
ability  of  the  hoarded  funds  and  hoarding  was  themfore  preferrc‘d  in 
many  ca.ses.  (What  modem  economist  does  not  immediately  think 
of  Ke3mes’  concept  of  liquidity  preference?)  The  danger  that  the.se 


*  Johann  Georg  Meusel,  Das  Gelehrte  Teutschland  oder  Lexikcn  derjeUl  lebendew 
Teutschen  Schriftsteller  angefangen  von  Georg  Christoph  Hamberger  .  .  ,  fortgeseUA 
von  .  .  .  5th  ed.,  vol.  viii  (Lemgo,  1800),  pp.  121,  122;  Holzmann  und  Boliatta, 
Anonymen-Lexikon,  vol.  i  (Weimar,  1902),  p.  299;  Kayser’s  BUcherlexikon,  Part  v 
(Leipzig,  1835),  p.  475. 
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funds  might  i)o  lost  through  theft  or  burglary  was  small;  they  were  not 
endanger«*d  by  possible  failures  or  ill  will  of  debtors;  there  could  be  no 
costly  and  slow  l(‘gal  processes  for  the  purpose  of  recovery,  processes 
which  cr(‘ated  so  much  hostility  toward  the  creditor.  It  appeared 
certain  to  Kolx*  that  the  funds  of  minors  should  be  hoarded  rather 
than  invested  and  that  all  hoards  should  lie  gold  hoards. 

Before  focusing  his  attention  on  lending,  the  remaining  investment 
opportunity,  Kolie  mentioned  in  passing  the  use  of  funds  in  betting  (as 
was  supposed  to  be  customary  in  B^ngland)  and  the  participation  in 
lotteries.  When  choo.sing  the  latter,  the  clev’er  capitalist  should  care¬ 
fully  check  the  conditions  of  the  particular  lottery,  should  make  sure 
that  it  was  under  the  control  of  a  reliable  government  and  run  for  a 
worthy  purpose,  such  as  hospitals  or  the  like.  So  far,  so  good!  But 
scrutinizing  the  text  carefully  (pages  13  and  14)  one  recognizes  that 
Kolx‘  was  not  awart*  that  with  regard  to  lotteries  the  contemporary 
wealthy  capitalist  had  two  i)os.sibilities :  He  could  either  contract  for 
lotteries  and  run  them,  or  buy  tickets.  It  seems  that  Kobe  thought 
rather  of  the  latter  possibility. 

When  lending,  the  clever  capitalist  should  aKstain  from  charging 
usurious  interest  rates  and  should  ascertain  that  the  loan  was  safe, 
advantageous,  and  easily  recoverable.  For  that  purpose  he  needed 
exact  information  about  the  debtor,  especially  on  the  latter’s  ethical 
standards.  Prodigals  and  dishonest  men  were  ruled  out,  but  even 
some  “honest”  debtors  felt  that  they  were  not  bound  to  pay  a  creditor 
who  was  rich,  and  sometimes  noblemen  evaded  the  payment  of  just 
debts,  .since  the  feudal  rule  then  still  prevailed  in  some  German 
territories  that  scions  of  the  nobility  should  not  be  financially  mined. 
Equally  important  was  the  knowledge  of  the  legal  setup  in  the  state 
in  which  the  debtor  was  domiciled,  i.e.,  the  c’ever  capitalist  should 
know  whether  or  not  law.suits  w’ere  costly  and  cumliersome  there  and 
whether  or  not  the  courts  were  venal.  Ixians  in  .such  states  as  Pnissia 
and  Saxony,  where  defaulting  debtors  lost  status  or  were  put  into 
pri.son,  r(‘.s|K*ctively,  wen*  preferable  areas  for  lending.  If,  after  all 
precautions,  a  loan  was  not  recovered  when  due,  the  creditor  should 
carefully  investigate  the  .situation  lx*fore  suing  and  also  make  sure 
that  the  cost  was  not  prohibitive. 

The  clever  capitalist,  so  Kobe  felt,  should  try  to  get  tangible  .secur¬ 
ity  when  lending  his  funds.  He  began  by  describing  the  v’arious 
methods  of  .s(*curing  a  loan,  most  of  which,  dating  from  medieval 
times,  were  no  longer  customary  in  the  eighteenth  century  so  that  they 
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do  not  concern  us  in  this  context.  The  following  methods,  however, 
were  actually  in  use:  (1)  The  creditor  could  commit  a  defaulting 
debtor  to  prison,  which  was,  of  course,  common  practice  in  that  period 
and  the  threat  amounted  to  as  much  as  tangible  st‘curity.  (2)  The 
creditor  could  demand  that  the  debtor  sign  a  bill  which  would  give 
him  well-known  advantages.  He  was  advised,  however,  to  put  into 
the  text  of  the  bill  a  clause  which  would  pt'rmit  him  to  have  a  default¬ 
ing  debtor  arrested  in  any  German  territory;  he  was  cautioned  not  to 
lose  sight  of  the  fact  that,  if  necessary,  he  had  to  sue  within  a  certain 
time  in  order  not  to  forfeit  his  rights.  The  clever  capitalist  should  be 
careful  when  lending  to  noblemen,  even  if  they  were  willing  to  sign 
a  bill,  because  of  the  many  special  privileges  which  were  theirs.  (3) 
The  money  lender  could  insist  on  bondsmen,  but  if  he  did  he  should 
not  be  afraid  of  seeking  payment  from  them  by  all  means  available  in 
case  the  original  debtor  defaulted.  (4)  The  capitalist  could  lend  on 
general  or  special  mortgage  on  real  estate  or  the  income  from  real 
estate.  In  this  case,  he  must  get  the  consent  of  heirs  and  other  persons 
who  might  have  claims  of  a  feudal  character.  Preferably,  he  should 
register  the  mortgage  at  a  court  of  law  and  iasert  a  clause  which 
would  permit  him  to  claim  costs  and  damages  if  the  debt  w  as  not  paid 
on  time.  (5)  The  capitalist  could  lend  on  pawns  but  wras  not  entitled 
to  chaise  more  than  5  per  cent.  In  cities  poss('ssing  monts  de  piiii  he 
did  not  possess  that  possibility.  If  he  did,  it  w’as  important  for  him  to 
investigate  the  true  value  of  the  pawns  and  guard  against  being 
cheated.  He  had  to  watch  out  that  gold  and  silverware  were  not 
alloyed  and  “jew'els”  w’ere  not  in  fact  worthless  mineral  crystals  or 
pieces  of  glass.  On  the  other  hand,  he  had  to  store  the  pawns  care¬ 
fully,  since  he  was  responsible  to  the  owmer  for  damages.  An  agree¬ 
ment  must  be  signed  by  the  debtor  that  the  pawn  could  be  sold  after 
a  stipulated  time  in  ca.se  the  debt  remained  unpaid.  I^ending  on  pawns 
to  noblemen  was  fraught  with  danger,  as  is  shown  in  the  following 
section. 

At  all  events  and  in  all  ca.ses,  the  clev'er  capitalist  had  to  be  aw’are 
of  the  fact  that  princes,  minors,  children,  and  wives  had  certain  claims 
on  properties  administered  by  certain  categories  of  potential  borrow¬ 
ers,  claims  which  took  precedence  over  those  of  creditors.  Hi*  should 
also  understand  that  in  case  of  his  debtor’s  bankruptcy  the  latter  did 
not  have  to  pay  over  all  his  property,  but  could  retain  as  much  as  he 
needed  for  proper  maintenance  within  his  .status  provided  he  was  a 
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nobleman,  minister,  professor,  or  doctor.  Who  of  us  academicians 
would  not  long  for  those  golden  days? 

Ill 

Turning  to  an  analysis  of  Kobe’s  book,  the  historian  will  be  im¬ 
pressed,  almost  at  first  glance,  by  the  economic  backw'ardness  mani¬ 
fested  therein.  About  a  hundred  years  after  the  peace  treaties  of 
Miinster  and  Osnabriick,  Gerniany  liad  not  yet  recovered  from  the 
ravages  of  the  Thirty  Years’  War.  Investment  activities  were  then 
as  restricted  in  Germany  as  they  were  at  the  same  time  in  the  Ameri¬ 
can  colonies;  trade,  land,  and  money  lending  w’ere,  by  1760,  in  Ger¬ 
many,  as  w’ell  as  in  the  American  colonies,  practically  the  only  oppor¬ 
tunities  available  to  w'ealthy  capitalists.  With  regard  to  that  seg¬ 
ment  of  capitalistic  development,  Germany  was  then  approximately 
a  hundred  years  behind  the  I.«w  Countries  and  about  seventy-five 
years  behind  England. 

The  historian  is  much  surprised  not  to  find  any  mention  of  deposits 
with  bankers.  Only  two  decades  later  the  need  of  safe  depositories 
for  the  funds  of  capitalists  played  a  considerable  role  w'hen  in  the 
1780’s  and  1790’s  banks  were  desired  and  chartered  in  America.  To 
be  sure,  when  Kobe  wrote,  Germany  possessed  one  bank  of  deposit, 
the  Girobank  of  Hamburg,  which  worked  for  merchants  only  and  w’as 
actually  outside  the  scope  of  Kobe’s  guide.  But  the  question  of 
whether  or  not  there  were  at  that  time  really  no  deposits  of  capitalists 
with  mercliant  bankers,  remains  an  open  one.  Such  deposits  are 
known  to  have  been  in  existence  in  Germany  in  the  1790’s  and  the 
problem  is  whether  they  did  not  actually  exist  as  yet  in  the  1760’s  or 
Kobe  was  only  unaware  of  their  existence.  The  author  confesses  his 
inability  to  answer  the  question  at  this  time.  One  must  keep  in  mind 
that  Kobe  lived  all  his  life  far  away  from  the  centers  of  commercial 
activity  and  may  well  have  been  ignorant  of  that  opportunity  which, 
however,  was  hardly  one  of  investment  in  the  modem  sense,  no 
evidence  having  appeared  of  interest  being  paid  in  Germany  on  such 
deixisits  as  late  as  1800. 

Secondly,  equally  conspicuous  by  their  absence  are  public  securities 
as  instruments  of  investment.  In  Britain  the  public  debt  was  created 
in  the  last  years  of  the  seventeenth  century  and,  by  1780,  as  contem¬ 
porary  publications  show,  consols  were  widely  used  as  investments  by 
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capitalists.®  The  French  situation  is  much  less  clear,  but  there  existed 
in  that  country,  when  Kobe  wrote,  a  welter  of  public  loans;  a  certain 
ix*rcentage  of  them  was  held  by  French  investors  just  as  British  con¬ 
sols  were  then  owned  by  the  English.  On  the  other  hand,  for  the  most 
advanced  country,  Holland,  we  have  the  contemporary  description 
in  Samuel  Ricard’s  TraiU  Gin^rale  de  Commerce,  the  third  edition  of 
which  w’as  brought  out  by  Thomas  Antoine  de  Marion  in  Amsterdam 
in  1781.  He  speaks  for  that  period  of  a  mania  for  security  flotations, 
and  that  was  only  about  15  years  after  Kobe’s  book  appeared.  Not 
for  decades  did  the  German  capitalist  come  to  take  an  interest  in 
public  stock  (i.e.,  bonds,  in  the  modem  terminology).  ^\s  late  as  1824, 
an  anonymous  German  book  appeared  which  represiuited  for  the  in¬ 
vestment  and  speculation  in  securities  a  guide  similar  to  that  which 
Kobe  had  published  for  the  traditional  kinds  of  investments.  In¬ 
terestingly  enough  this  later  Ixiok  has  a  title  similar  to  Kobe’s,  name¬ 
ly,  Der  Kluge  Kapitalist  oder  Praktische  DarsteUung  der  verschiedenen 
Arten  Geschdfte  und  Spekukuionen  in  StacUspapieren  .  .  .  (Wien, 
1824).*  When  this  item  was  published,  the  German  public  still  knew 
little  about  public  securities  as  instalments  of  investment  and 
speculation. 

How’ever,  Gemian  middle-eighteenth-century  backwardness  in 
business  is  shown  up  not  only  by  the  lack  of  investment  opportunities 
then  already  available  in  Western  Europe,  a  lack  which  is  implied  in 
Kobe’s  presentation,  but  it  is  also  brought  out  by  Kobe’s  treatment  of 
other  subjects.  The  discussion  of  hoarding  is  a  case  in  point. ^  No 
serious  writer  in  the  era  of  high  capitalism  would  ever  have  recom¬ 
mended  hoarding  as  Kobe  did,  but  by  w'ay  of  comparison  the  reader 
should  be  reminded  that  in  America  hoarding  played  a  role  in  the 
"West  as  late  as  about  1900. 

Even  more  telling  is  the  material  which  shows  German  public  credit 
still  in  an  early  embryonic  stage.  In  Kobe’s  time,  German  public 
credit  was  still  more  or  less  intertwined  with  that  of  individual  mem¬ 
bers  of  ruling  dynasties  and  other  noble  families.  Nevertheless,  this 

•  See  my  book  The  Molding  of  American  Banking,  Men  and  Ideas  (New  York, 
1951),  vol.  ii,  p.  306. 

*  “The  Clever  Capitalist  or  a  Practical  Guide  to  the  Different  Kinds  of  Business 
and  Speculative  Transactions  in  Public  Securities.”  This  book  is  in  the  library  of 
the  University  of  Heidelberg  and  a  microfilm  is  in  Baker  Library. 

^  Kobe  himself  used  the  words  “in  den  Schrank  einschliessen  oder  vergraben" 
(p.  11);  i.e.,  lock  up  or  bury. 
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uiiseparatcd  welter  of  investment  op|X)rtunities  had  already  become 
so  impiirtant  and  at  the  same  time  so  tricky  that  Kobe  devoted  far 
more  than  oni^-half  of  the  lx)ok  to  this  subject.  It  is  not  so  easy  for 
the  modern  reader  to  follow  him  step  by  step,  but  this  much  is  brought 
out  clearly;  Desirable  debtors  were  the  estates  of  German  territories 
(Landstdnde)  which,  if  they  did  borrow,  borrowed  for  what  we  call 
productive  purposes  today  or  at  lea.st  for  the  benefit  of  the  territory 
(for  the  purpose*  of  “improvement,”  to  use  this  old-fashioned  word). 
h]qually  desirable  were  city  loans,  especially  those  of  free  cities; 
“republica  non  moritur''  quotes  Kobe.  When  lending  to  cities  under 
the  control  of  a  territorial  government,  the  clever  capitalist  was 
warned  to  see  that  the  latter  had  approved  the  loan.  Similar  pre¬ 
cautions  were  needed  w  hen  lending  to  high  clerics,  monasteries,  and 
other  Catholic  and  Protestant  church  institutions.  In  view’  of  their 
desirability,  loans  to  estates  and  free  cities  paid  an  interest  ranging 
between  3  and  4)^  jier  cent,  while  those  to  church  organizations 
5delded  an  interest  of  b<*tw’een  4  and  4J^  per  cent. 

It  was  a  different  matter  to  lend  to  members  of  noble  families,  since 
lending  to  the  head  of  a  ruling  family  represented  disguised  public 
credit.  The  latter  was  owing  to  the  fact  that  in  Kobe’s  time  the  pos¬ 
sessions  of  a  sovereign  appeared  essentially  still  as  his  estate,  at  least 
in  Central  Europe.  In  contrast  with  contemporaneous  conditions  in 
Western  Europe,  genuine  public  credit  had  not  as  yet  cut  loose  from 
private  borrowing  of  the  head  or  members  of  sovereign  families.  Such 
borrow’ing,  as  that  of  members  of  other  noble  families,  was  usually 
for  purposes  of  consumption  (and  true  government  needs,  manifested 
in  the  borrowing  of  sovereigns,  appeared  to  contemporaries  as  of  a 
consumptive  character,  also).  Ltmding  of  that  nature  w’as  even  for 
the  cautious  capitalist  outright  dangerous.  To  be  sure,  some  noble¬ 
men  were  honest  debtors,  they  mortgaged  their  estates  or  the  income 
thereof,  and  often,  to  pay  their  creditors,  consummated  a  judicious 
marriage  “even,”  if  you  please,  w’ith  a  woman  of  boui^eois  origin. 

But  what  was  going  to  happen  w  hen  the  original  honest  borrower 
die<l?  Would  his  successor  and  heir  be  equally  honest  and  recognize 
loan  and  mortgage?  In  innumerable  cases  he  did  not,  and  in  this 
jHisition  he  was  aided  and  abetted  by  the  existing  law\  Back  of  that 
legal  system,  coming  down  from  medieval  times,  was  the  philosophy 
that  the  law  should  favor  the  nobility,  which  was  presumably  rooted 
in  merit  and  virtue.  The  law  should,  if  unavoidable,  rather  discrimi¬ 
nate  against  traders  and  wealthy  citizens.  It  seemed  not  probable  to 
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the  ruling  strata  of  contemporary  German  society  (including  Kolie 
himself)  tliat  a  state  based  on  money  and  exchange,  or  in  other  words 
on  rich  merchants  and  wealthy  rentiers,  was  sujjerior  to  one  whose 
pillar  was  the  landed  nobility.®  Such  a  legal  philosophy  was,  of 
course,  bound  to  retard  the  development  of  business.  Even  at  liest, 
the  debtor  of  a  defaulting  nobleman  had  to  leave  him  enough  income 
to  eat,  and  dress,  and  have  servants,  as  was  appropriate  to  his  rank. 
The  consequence  was  that  often  holders  of  such  loans  became  dis¬ 
gusted  and  .sold  them  at  a  heaxy  discount  to  .some  .Jewish  money 
lender  (p.  67).  To  be  sure,  for  the  purpo.se  of  comparison  it  should  l)e 
remembered  that  in  Virginia,  even  after  the  Revolutionary  War,  land 
was  exempt  from  seizure  for  debt. 

Reading  those  many  pages  of  Kol)e’s  book  which  deal  with  that 
intricate  subject,  one  comes  to  coiLsider  them  as  one  great  exhortation: 
“Clever  capitalist  keep  away  from  lending  to  noblemen,”  although 
Kobe  expressly  warns  his  readers  that  that  interpretation  of  his  dis¬ 
course  would  be  a  misunderstanding.  On  the  other  hand,  some  of  his 
statements  show  clearly  that  times  were  changing,  as  the  historian 
knows  from  other  sources,  too.  The  above  statement  in  which  the 
difference  between  a  mercantile  and  a  feudal  state  is  pointed  out 
show's  that  the  wind  was  blow-ing  into  Germany  from  the  West;  and 
this  w’ind  would  bring  an  air  in  which  business  could  better  flourish 
than  under  the  older  climate.  Moreover,  Kobe  himself  criticized  the 
traditional  legal  setup  on  the  basis  of  “natural  law.”  The  natural 
law  concept  never  took  root  in  Germany  as  it  did  in  Western  Europe, 
and  the  fact  that  Kobe  used  this  concept  shows  that  he  was  for  his 
time  a  modem  and  progre.ssive  man.  As  a  matter  of  fact,  only  a  few 
years  after  the  apix*arance  of  the  latter’s  book,  Frederic  II  of  Prassia 
institutionalized  the  mortgage  credit  of  noble  landow  ners  and  put  it 
on  a  cooperative  and  secum  basis,  using  the  strictly  modern  instni- 
ment  of  mortgage  bonds.  Thereafter  no  investor  had  to  lx‘  afraid  of 
putting  his  money  into  securities  issued  by  the  so-called  Pru.s.sian 
Landschaften,  i.e.,  of  lending  on  mortgage  to  Pni.ssian  noblemen. 

One  may  ask,  what  does  all  this  have  to  do  with  business  history? 
Fi.-st  of  all,  the  “clever  capitalists”  who  were  engaged  in  this  kind  of 
holding  were  not  genuine  investors  but  merchant  Itankers.  That  is 
to  say,  in  the  larger  part  of  his  book,  Kolx*  does  not  really  speak  of 


•  This  important  pas.sage  is  on  page  120  of  Kobe’s  book. 
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investment  prop(>r  hut  rather  deals  with  the  legal  aspects  of  the  most 
eompHcated  financial  transactions  of  wealthy  banking  houses.  Sec¬ 
ondly,  it  was  for  the  merchant  bankers  of  the  1760’s  that  the  German 
version  of  Ko1m*’s  Ixiok  must  have  Ikk*!!  of  considerable  interest,  and 
one  wonders  if  it  was  actually  read  by  some  of  them.  Kobe’s  dis¬ 
course  is  of  historical  imixirtance  in  that  it  shows  the  climate  in  which 
eightiK‘nth-c(‘ntury  German  busine.ss  worked.  It  was  obviously  not 
a  favorable  on<‘.  Nevertheless,  just  at  the  timi*  when  Kobe  wrote  and 
in  just  this  climati*,  Germans  were  Ixirn  who  in  their  prime  blazed  the 
trail  and  in  th(‘ir  country  led  the  forces  of  the  Industrial  Revolution, 
Such  men  wen*,  for  example,  Johann  Gottlob  Nathusius  (b,  1760),  a 
pioneer  of  modern  b<‘et  sugar  industry;  or  Peter  Ebc‘rhard  Miillen- 
.siefen  (b.  1766),  one  of  the  founders  of  the  Westfalian  steel  needle 
manufacture;  or  Franz  Dinnendahl  (b.  1775),  one  of  Germany’s 
earliest  steam  (‘iigine  builders;  or  Gottlob  Julius  Jacobi  (b.  1770),  who 
cast  tlu*  iron  parts  of  the  former’s  engines  and  later  fell  heir  to  the 
market  which  Dinnendahl  had  created. 

IV 

What  then  is  the  {lermanent  interest  which  attaches  to  Kobe’s 
guide  of  1766?  In  a  way  Kobe  raises  the  corner  of  a  curtain  and  per¬ 
mits  us  to  .s(*e  the  contemixirary  German  capitalist  and  merchant 
banker  .sitting  rather  b<‘wildered  and  crampt'd  in  the  lower  stories  of 
an  ancient  housi*.  It  was  full  of  old-fashioned  furniture  and  the 
fundaments  urgently  n(‘i*ded  overhauling.  The  air  in  the  building  was 
stuffy  and  loaded  with  a  sm(*ll  of  decay.  However,  one  was  accu.s- 
tomed  to  live  in  that  hou.si?  and  glad  to  receive  advice  on  how  to  do  it 
profitably.  That  is  what  Kobe’s  guide  amounts  to.  But  unbeknown 
to  everybody  who  read  the  btxjk  at  the  time  of  its  appearance,  the 
men  were  already  b(>ing  Ixirn  who  were  destined  to  throw’  open  the 
windows,  to  lay  n(*w  foundations,  and  to  redistribute  the  living  quar¬ 
ters.  That  redistribution  would  move  the  capitalist  and  banker  into 
some  of  the  most  de.sirable  apartments  in  which  they  would  remain 
for  alxmt  a  century,  until  the  era  of  earthquakes  beginning  in  1914 
was  to  shatter  tlu*  old  German  homestead. 


Fritz  Redlich 

B(*lmont,  Ma.s.sachusetts 


EDITOR’S  COLUMN 


What  was  the  origin  of  tin*  board  of  directors?  What  is  the  history 
of  the  office  of  president?  What  have  lK*en,  historically,  the  form  and 
functions  of  tiu*  various  corporation  ex<H*utiv<‘s  and  how'  did  these 
come  to  constitute  a  coordinated  administrative  organization?  Mr. 

Cyril  O’Donnell,  L«*cturer  in  Business  Administration  at  the  Univer¬ 
sity  of  (California  at  Ixjs  Ang(‘les,  in  the  article  “Origins  of  the  CCor-  ^ 

porate  Executive’’  l(X)ks  at  many  early  companies  for  aiLswers  to 
these  and  other  (piestions.  He  intr<Kluces  the  reader  to  a  subject  that 
merits  full  study  for  the  light  that  past  exp(‘rience  would  throw  on  the 
subject  of  corporate  ontanization  in  theory  and  practice.  ’ 

In  “Th(‘  Williams  Brothers,  Merchants  and  Shipix*rs,  1825-1850,” 

Miss  Anita  Shafer  deals  with  a  typ<‘  of  enterpris**  that  has  played  an  - 

im{)ortant  part  in  the  history  of  American  business.  Beginning  as 
small  country  mer<*hants,  the  Williams  brothers,  up-state  New  York 
businessmen,  by  means  of  st*veral  jiartnerships,  carried  on  a  varied  ■ 

bihsiness,  reaching  out  for  whatever  op|)ortunities  for  profit  presented  . 

them.selves  in  their  rapidly  growing  r(‘gion.  Their  combination  of 
.several  functions  on  a  relatively  small  scale  soon,  however,  gave  way  ^ 

to  larg(‘r  siiecialists  of  the  next  g(‘neration  of  businessmen.  As  similar 
mercantile  groups  had  earlier  operated  in  the  older  communities  of 
this  country,  and  indeed  in  EurojK*  for  hundreds  of  years  pa.st,  so  ; 

others  like  them  helix^l  to  organize*  and  carry  on  economic  life  in  the  i 

advance*  of  American  se*ttle*ment  westward.  In  regions  with  less  I 

potentialities  for  growth  than  that  in  w’hich  Williams  Brothers  f 

o|x*rate*d,  this  tyjx*  of  combination  of  ne)iLspeciali.sts  has  had  a  longer  ’  | 

existence*.  | 

Dr.  Fritz  Re*ellich  in  “An  Eighteenth-Ontury  German  Guide  for  ^ 

Inve*stors”  not  only  intr(xiue*es  the  re*ader  to  a  rare  bex>k  but  also  gives 
a  glimpse*  into  German  bu.sine*ss  of  the  eighteenth  century.  The 
opportunitie*s  for  investme*nt  with  which  this  early  inve'stment  counsel 
dealt  were  relatively  re.stricted  in  compari.son  with  those  of  our  times, 
but  the  pitfalls  were*,  ne*verthele.ss,  many.  The  contrast  which  Dr. 

Redlich  draws  lx*tween  the  investment  situation  in  Germany  of  the 
time  and  in  e*ontemporary  countries  to  the  w’enetward  in  Europe  is 
both  interesting  and  .significant. 
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*  *  *  *  * 

“An  Kvaluation  of  Businefss  History”  was  the  subject  of  a  joint 
session  in  Chicago,  on  April  18,  1952,  of  the  .Economic  History  As- 
s<K‘iation  and  the  Mississippi  V'alley  Historical  Association.  Prof(‘ssor 
Thomas  R.  Xavin  of  the  Harvard  Graduate  School  of  Business  Ad¬ 
ministration  r<‘ad  a  paper  entitled  “A  Business  Historian’s  Evaluation 
of  Business  History”  and  Proh'ssor  (’hester  McArthur  Desth'r  of 
(Connecticut  OilU'ge  presiMited  “An  Historian’s  Appraisal  of  Business 
Histxiry.”  The  dis<*ussion  which  followwl  was  l(*d  by  Profes.sor  B(mi- 
nett  H.  Wall  of  the  University  of  Kentucky  and  Profe.ssor  Harold  F. 
Williamson  of  Northwestern  University.  Nothing — ^in  the  judgment 
of  the  Editor— contributes  so  vitally  to  the  healthy  growth  of  business 
history  as  a  clear  and  vigorous  examination  of  the  assumptions, 
metluMls,  and  conclusions  of  the  historians  d(>aling  with  the  subject 
such  as  was  pres<‘nt(‘<l  from  various  points  of  view  at  this  meeting. 
Indeed,  (‘very  practitioner  in  the  fi(‘ld  should  con.stantly  subj(‘ct  his 
own  rc'search  and  thinking  to  rigorous  scrutiny,  but  th(‘  pr<M‘(‘.ss  is 
shariK‘n(‘d  by  a  critical  examination  of  his  work  by  other  historians. 
Th(‘  (’hicago  .s(‘s.sion  demon.strat<‘d  how  im|)ortant  it  is  that  busin(*ss 
historians  guard  th(‘ir  indeiK‘nd(*nce  and  objectivity  and  that  they 
also  l)(‘war(‘  of  Ix-coming  primarily  r(‘visionists. 

(I  4i  4>  «  « 

A  signifi(‘ant  Danish  interest  in  the  history  of  business  is  indicated 
by  the  annual  publication  of  the  Erhvervsarkivet  at  Aarhus.  Th(*s<‘ 
archives,  now  t<‘n  years  old,  were  established  for  the  purpos(‘  of  col¬ 
lecting,  pr(*.serving,  and  making  available  to  scholars  the  ri'cords  of 
privat<‘  busin(‘ss  firms  and  m(‘n  and  of  busiiu'ss  associations.  Th(‘  col¬ 
lection  is  supiK)rt(‘d  by  private  gifts,  foundations,  the  Danish  gov(*rn- 
ment,  and  tlu*  muni(‘ipality  of  Aarhus.  R(‘cords  an*  receiv(‘d  for 
unrestricted  u.st*  or  on  de|K)sit  with  the  conditions  of  use  stipulat<‘d. 
Since  1950  the  archives  have  lM‘(‘n  housed  in  one  of  the  buildings  of 
the  University  of  Aarhus. 

The  ErhvervHhisUmsk  Aarlutg  has  b(*(*n  published  annually  .since 
1949.  It  re|)orts  that  tlu*  coll(*ctions  alr(*ady  ac(*(‘.s.sioned  repr(‘S(‘nt 
some  700  conc(‘rns  or  activiti(‘s  and  about  60  different  occupations 
and  fi(‘lds  of  bu.siiu'ss  from  1670  to  1949.  The  r(‘cords  consist  largely 
of  account  lKK)ks  and  corr(‘S|M)nd(‘nc(‘.  B(*sides  reixirting  accesisions 
of  new  n‘cords,  the  Aarbttg  (‘ontains  articl(‘s  which  demonstrate  that 
the  busine.ss  records  in  tlu*  archives  are  being  us(‘d  by  scholars. 
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